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Price Control and Rationing in India 


CHAPTER i 


INTRODUCTION—Theoretical Aspects of the Problem 

Price control and rationing Have played an important 
role in the economy of the second_ world war. Even now 
when the war is over, the twin principles of price control 
and rationing are playing a very significant part in the 
shaping of the economic policy of ex-belligerent Countries 
in the chaotic conditions created by the war’s after-math. 
The degree of success achieved in different countries in 
the practical application of the above principles, however, 
has differed much from country to country, dependent as 
it has been upon a wide variety of factors which have not 
been uniformly present everywhere. The present treatise 
is devoted to a critical study of the various experiments in 
price control and rationing which have been made by the 
Government of India and the different Provincial Govern- 
ments, particularly the Government of Bengal, during the 
last few years. Such a study,' however, may well be pre- 
faced by a brief theoretical discussion of the economics of 
price control and rationing to which we shall presently 
address ourselves. 

Price control and rationing are distinct but allied 
phenomena. The essence of price control lies in the fact 
that it implies an artificial regimentation of prices. A 
“controlled" price is fundamentally distinct from the 
market price in that it is not determined by a free inteplay 
of market forces. A price that is controlled may be higher 
than the market price, but it may also be lower. Nor is it 
necessary for a “controlled” price to remain absolutely 
fixed or static over a period of time. A price that is 
controlled may also change from time to time, only the 
extent and the timing of the change must depend on the 
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policy of the Government, though, of course, no Govern- 
ment Cin work out its price policy programme in a vacuum 
in complete disregard of market economic forces. The 
concept of rationing, on the other hand, refers to state 
control over individual consumption. In a free economic 
society the individual is free to consume what he likes 
subject to considerations of its availability, and in 
whatever quantity he likes, provided, of course, he has got 
the necessary purchasing power. Rationing limits this 
individual freedom of choice. Under a system of universal 
over-all rationing, the entire range of individual consump- 
tion is principally determined by the state in the sense that 
the maxi num amount of different varieties of consumable 
commodities which may be purchased by the individual 
is determined by the state. It does not depend either on 
individual choice, or on the length of the individual purse. 

Price control and rationing are thus quite distinct con- 
cepts : one belongs to the realm of the value theory, while the 
other belongs to the realm of consumption. None the less 
there is a close inter-dependence between the two pheno 
mena. Price control can hardly become effective in war- 
time when shortages, often v&ty acute shortages, in the 
supplies of various essential commodities become the very 
order of the day, unless demand is kept under strict control 
by means of a system of rationing. Thus rationing is an 
aid to effective price control. On the other hand, the 
success of a system of rationing depends very largely upon 
a policy of price control. If Ae object of a rationing 
system is to effect an equitable distribution of the available 
supplies of cmsumables, that object cannot be fulfilled 
unless the prices of the rationed goods are kept down to a 
level which brings them within the reach of the lowest 
income brackte in the community. Rationing depends on 
pric2-control in another sense too. The controlled price 
must be high enough to give adequate inducement to pro- 
ducers to produxM sufficiently for the maintenance of a 
system of rationing. The effectiveness of a system^ of 
rationing, it may be noted, depends upon the availabiEty 
of supi>lies which are necessary for honouring the rationing 
obligations. Thus rationing also depends on price control. 
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Price control and rationing are inter-dcpendcnt in other 
ways too. If rationing is resjiricted only J® * 
dities, the policy of a general price control may well be de- 
feated in as much as the released purchasing Mwer due to 
resiricnon of consumpnon in the rationed market may well 

be spent in the non-racioncd market leading to a steep rise 

in the prices of non-rationed goods. The ^flatmnary 
effect on the rationed market may be more than OfiMt by the 
inflauonary effect on the non-ratipned market. ® 

moderating influence of the rationing ^stem on toe price 
level depends on its range and scope. The wider toe range 

of rationing, the greater its influence on the policy of price 

control. 


The idea of price control is by no means a recent deve^ 
lopment in economic thought or prattice. Berth anctent and 
medieval thinkers were very much fasanated by the con- 
cept of the “just price*’. Abnormally high prices of 
essential commodities brought about by tomcring or 
simi 'at devices were condemned as being ethically unjust 
by ancient thinkers like Aristotle and medieval philoso- 
phers like Thomas Acquinas, Nor was medieval interest 
in price control confined to the field of mere speculation. 
The various Craft-gilds or merchant-gilds which functioned 

in the feudal economic order were notorious for their zeal 

for price fixation. Indeed, this medieval praaice of price 

fixing outlived the middle ages themselves and found en- 
thusiastic adherents in the sixteenth and seventeenth 
centuries, particularly among the Tudor monarchs of 
England, specially in Queen Elizabeth. It was only with 
the rite of the feisserfoire philosophy in the Second half of 

the eighteenth century that the idea of State interference 
with the course of market prices gradually went out of 
fashion and it came to be generally believed that market 
prices depend upon the uncontrollable forces of supply and 
demand and as such they cannot be arbitrarily interfered 
with by a simple fiat of the State. But even this belief in 
the immutability of the law of supply and demand, so 


* Quoted from “War-time Rationing and Consumption", League of 

Hatlons 1942* ■ ' 
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■ ardently fostered by the classical economic doctrine, did 
not last long. The need for controlling the prices of mono- 
poly products, particularly the_ prices of public utility 
.'services, even in normal peace-time, has been universally 
recognised, while in war-time the modem State does not 
hesitate to exercise effective control over the entire 
economic domain. Thus the first world war witnessed 
the most comprehensive experiments in price control 
throughout Europe and the U.S. A. Even in the inter-war 
period a comprehensive programme of price control was 
launched upon by the Government of the U.S. A. under the 
National Recovery Administration. There was, however, 
a notable difference in the objective of price control policy 
during the first world war and that during the Great Depre- 
ssion of the thirties. Whereas during the world war the main 
object of price control was to prevent a sky ‘rocketting’ of 
prices, the object during the depression years was to salvage 
prices from the deep slough of the depression, at any rate to 
prevent any further decline in prices. 

The experiment in price control during the ■ second world 
war has naturally a family resemblance to its counter-part 
during the first wbrld war, though, of course, the nature of 
the forces and the factors governing the situation were not 
the same during the two world wars. Generally speaking, 
the main problem of price control in war time is to prevent 
an abnormal rise in the price level. Prices tend to go up 
in war-time for a variety of reasons. In the first place, the 
normal relationship between supply and demand tends to 
become distorted during a war. A great war creates a 
heavy demand for particular categories of commodities for 
the purpose of feeding the war machine. Such a sudden 
huge demand is bound to cause a steep rise in the price 
level even in normal times in as much as the productive 
* capacity of the country takes time to be fully adjusted to a 
sudden expansion of demand. In war-time, this tendency 
becomes all the more aggravated, because productive capa- 
city may not be capable of the necessa^ degree of expan- 
sion on account of various restrictions and handicaps 
associated with a totalitarian war. Secondly, prices tend 
to go up because the volume of purchasing power in the 
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hands of the public increases tremendously during a war. 
So long as increased employment is provided by an increased 
production of consumption goods, there need not be any rise 
in the price level at all. But unfortunately war-time employ- 
ment does not lead to an increased production of consumption 
goods, since the very essence of a war economy lies in the 
promotion of the maximum possiMe diversion of different 
factors of production from peacetime work to the produc- 
tion of ammunitions and other war materials. Thus, on 
the one hand, we find increased eniployment, increased 
purchasing power and a general diffusion of monetary 
prosperity ; on the other hand, we find dwindling supplies 
of civilian goods, growing shortages of various types of 
goo€s and even the virtual disappearance of particular 
categories of goods, specially those which were formerly 
imported from the enemy countries. A rise in price is the 
natural corollary to such developments. Prices may also 
tend to go up because of increased costs of production or 
increased costs of imports. Costs of production tend to go 
up, the more we approximate to a state of full_ employment. 
Prices of particular factors of production which arc more 
or less inelastic in supply may also go up even long before 
the level of full employment is reached. Again, costs may 
rise on account of war losses (due to enemy action) or on 
account of high war risk insurance charges. _ Besides, spe- 
culation, hoarding, cornering and allied practices may play 
a variety of roles in bringing about the upward movement 
of prices. Above all, if there is inflation or fear of infla- 
tion, or depreciation of the currency, some amount of rise 
in the price level may be quite inevitable. 

In normal times, the price mechanism plays an important 
part in correcting a temporary mal-ad_justment between 
supply and demand. If prices become high on account of 
shortages, such high prices help to increase the supply of 
the commodities in question and thereby lead to a lowering 
of the price. In war-time the price mechanism does not 
function in this way. Here shortages are not corrected for 
the simple reason that the entire economic system is geared 
to a war basis and the factors of production are more or 
less frozen and cannot move freely from industry to Indus- 
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try or from place to place. It is for this rearon that it 
becomes necessary to institute statutory price controls 
whenever it is felt that pric^ are higher than what they 
ought to be., 

A 'policy of price control may be actuated by a variety 
of motives. Ordinary sense of fairness and justice requires 
that nobody should be allowed to make any undue profit 
outof the nation's, difficulties or distress, Thus stockists 
and maftafacturers are prevented from taking an undue 

advantage of their favourable position the rest of 

the community. Professor Pigou has referred to two alter- 
native wavs of dealing with this situation. The State may 
allow the fortunately placed sellers to charge as high prices 
as they can and then make them disgorge their abnormal 
profit by imposing on them high excess profit tax. Alter- 
natively, the State may arbitrarily fix commodity prices in 
such a manner that abnormal profits may not at all accrue 
from their sale. From the point of view of the sellers or 
stockists, the two methods come to much the same thing. 
Bjt it does twako much difference to the consumers of the 
commodity in question. For, "whereas under the maximum 
price plan they are left practically untouched, under the 
excess profits plan a special levy is, in effect, placed upon 
them for the benefit of the general tax payers".* If the tox 
payers themselves are buyers of the commodity in question 
in the same proportion in which they are tax-payers, then 
also the two methods may make no difference* But, as a 
rule, the ordinary people play a much larger part as buyers 
of staple articles of daily consumption than they play as tax- 
payers. In such cases the excess profits plan, m effect, taxes 
the poor people for the benefit of the rich whose tax 
burden is pro tanto reduced. Hence the maximum price plan 
is generally favoured in war time. 

Protection of the poor consumer/* though the major 
objedave of price control, is not, however, the only consi- 

* Pigow— Economic* of Welfare. 

** So far it ha* b«*n implicitly assumed that cons^ere are ha*m^ 

by an inutability of ‘prices. Tbl» view, bowewr, is not :axdmtmm 
accepted. Mr, WangE, lor instance, bas tried to establlsb tbe oppwt 
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■ deration which umderHcs ^price control _ measures* The 
Government is also vitally interested 'in price control he- 
causelt happens to be, a very big buyer of all sorts of 
C3m!nodities for direct military purpose s*' The Governin’ent 

thesis that' consumers, are harmed by price instability and that they 
benefit from an instability of prices His argument is m follows : 
( Vide Quarterly Journal of Economics August *44 )^Let the price of 
any commodity be ’ P i in one period of time and^P* in another eigiiMl 
period. If these prices are unequal* every individual consumer of 
the commodity will enjoy a greater average consumer's ^ iurplui 
in the ,two periods than if the price were stabilised at the arithmetic 
mean, P» ws J( Pt +p 2 ) . 



Here two situations are compared : first, If the price ii supposed m 
remain stable at F», and second, if the price is Ft in one liriod eriil 
Fa in the next period* When the price is Fi, (Compirisd to the 
situation F«), the loss if Consumer's mtplm It aarhed by tilt ««ii 
IL When the price is Pa, ( Compared to ^ the situation P#h thm filfi 
in Consumer*!' surplus Is marked by C, Since G must be irtatcr th* 
L, whenever the demand curve slopes downwards to the right* tht 
Consumer is benefited by price instability* This propofiition hoI«li 
good if there are N different prices In H equal periods, Mr* Wtufli 
has also tried to prove that the gain in contuwer's surpliit will It 
approximately in proporation to the square of the price wltrion. 
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is also interested in price control because otherwise it would 
have to pay higher wages and salaries to its own employees 
in the event of a rise in the cost of living Index nurnber. 

Lastly, it may be mentioned that the object of price 
control may well be to promote economy in production 
rather than merely to protecta consumer. This aspect of 
price control policy was particularly manifest in the German 
war economy during the second world war. In Germany 
the failure to reduce prices to the utmost possible extent 
was made a punishable offence in the same way as an un- 
justified increase. Under the War Economy Degree of 
September 4, 1939, special cost increases resulting from war 
risks or even war losses were not allowed to be passed on 
in the higher prices. Price .control came to be used in- 
creasingly as a means of promoting efficiency and economy 
in production. This was important since the profit motive 
and competition, — the forces ensuring efficiency and eco- 
nomy in a free system, were more, and more eliminated.* 

The problem of price control is to be studied in relation 
to different types of market organisations as well as to the 
general characteristics of the economic structure of the 
country. In a perfectly competitive market, price control 
is a matter of classic difficulty. The job of the Price Con- 
troller may be almost as hopeless as that of King Canute 
'tvhen he tried to set a limit to the advance of the sea. But 
the problem may not be so very intractable in an imperfect- 
ly competitive market where the Price Controller's task is 
^^implified by the reduction in the number of sellers whose 
production cost and profit margin may be much more easily 
'ascertained for the purpose of imposing price ceilings. 
Again, in so far as price control depends upon the existence 
.of control over supplies, an imperfect market greatly helps 
i'^rice control because it facilitates control over supply. 
•'■Trice mntrol presents the least practical difficulty where 
'there is' a' perfect monopoly. In practice, however, both 
perfect a>mpetition and perfect monopoly are very rare 
■ things and the actual market is characterised by a very long 
gradient between the two poles of competition and mono- 

* Vide World' Economic Survey 193940. 
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poly which accounts for the varying difficulty of instituting 
price control with respect to different commodities. 

It is a commonplace observation that successful price 
control depends on control over both supply and demand. 
When supply is limited or inelastic* price control becomes 
successful only if effective demand is controlled by a 
system of rationing. It is, however, conceivable that price 
control may also become successful even if there is no 
formal rationing* The seller may distribute his limited 
stocks only among his established customers and at the 
controlled rate. It all depends on the sense of honesty 
and of responsibility possessed by the dealers. Rationing 
may. be necessary in such cases not so much as an aid to 
price control measures but for replacing the individual 
businessman's allocation by a system of social allocation. 



Again, while price control depends upon the proper 
adjustment of relationships between the supply and the 
demand, supply and demand relationships are to be under- 
stood with reference not to a point of time but to a period 
of time. For instance, when effective demand is increasing, 
the maximum price is to be settled after taking into consi- 
deration not only the existing supply but also the future 
potential supply which may also be dependent on the level 
of the maximum price' laid down. 

There are both direct and indirect methods of price 
fixation. Direct price fixing may take any of the following 
forms* : — 

(a) A maximum selling price ; 

(b) A minimum selling price ; 

(c) Both a maximum and a minimum price ; 

(d) Specific price-fixing ; ^ 

(e) Fixed price relationship. 

Under the maximum price method only the ceiling price is 
laid down by the Government. The actual market price 
may well be below the ceiling price. Where conditions of 
scarcity prevail, actual price may well coincide with the 
maximum selling price. Where only the minimum price 


* Vide Backman — Government price-fixing. 
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is laid down, a limit is set to a possible decline in the market 
price. Under conditions of shortages in supply, the mini- 
mum price regulation may have very little practical 
significance. As a rule, the maximum price method is 
useful under conditions of shortage, while the minimum 
price method is useful under conditions of glut. The 
former method, therefore, primarily applies to war conditions 
while the latter method applies primarily to conditions of 
depression. Under special circumstances, a combination 
of the two methods may be found to be useful. 

The maximum price method may take either of the two 

iorms.: ■ 

Single or^ bulk-line price for the entire out-put or a 
system of different prices for different firms. Under the 
single price system, the price is fixed high enough to ensure 
profitable operations by many of the high cost or hulk4ine 
producers. This is also known as bulk-line price fixing," 
Bulk-line costs refer to the unit costs of the marginal 
producer whose out-put is considered essential. It is 
however not necessary that the bulk-line price should be 
fixed at the cost level of the most inefficient firm. It may 
be a good solution if the bulk-line price is fixed in such 
a way as to cover the marginal costs of, say, 90% of the 
productive capacity. 

One great defect of the bulk-line price fixing method is 
that under it large profits are reaped by the low-cost or the 
most efficient producers. This defect may, however, be 
overcome if the method of differential price fixing is 
adopted under which different price ceilings may be 
imposed on different firms. But this method is not free 
from various objections. In the first place, it may lead 
to an awWard situation in which one and the same 
commodity .may sell at different prices to different consu- 
mers. This is an intolerable situation. A way out may, 
however, be found out if the entire out-put is purchased 
from different manufacturers at different prices and then 
sold to the public at an average ‘pool' price. 

Historically speaking, the maximum price method has 
been applied in three different ways 
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1. The historical commodity price freeze ; 

2. The administratively determined price ceiling ; and 

3. Formula pricing.* 

Under the historical commodity price freeze method, 
the actual catalogue price fix-ed by each manufacturer on 
a given base date is declared to be the maximum price. 
This is an individual firm type of freeze since the maxima 
are the effective sale prices for the different manufacturers. 
This method, however, may lead to difficulties in particular 
cases. 

In the first place, certain_ manufacturers "viibo have not 
been in a very happy position at the base date may 
feel the squeeze, the ruling price at the base date being 
unduly low or depressed. Alternatively, the historical 
commodity price freeze method may give rise to unduly 
high profits of certain other manufacturers. Besides, this 
method is not applicable to individual or non-standard 
products. Another objection that can be urged against this 
method is that the costs of production may go on increasing 
if there is monetary inflation or if therj is an excessive 
demand for certain factors of production which are inelas- 
tic in supply. The historical commodity price_ freeze method, 
therefore, can be legitimately employed only if it is accom- 
panied by a factor price freeze method. We cannot -legiti- 
mately ask the manufacturer to sell his out-put at the ruling 
price of yesterday unless-we take steps to ensure the supply 
to the manufacturer of the necessary factors of production 
at yesterday’s ruling prices as well. This is particularly 
necessary whenever the structure of production happens to 
be vertically integrated. 

The second method, namely, the administratively deter- 
minded maximum price method is a method under which 
the Government either establishes a single bulk-line price 
for a given commodity or sets up different prices for dif- 
ferent firms. Leaving aside the controversy regarding the 
relative merits of bulk-line price fixing versus differential 
pricing, there are various difficulties in the assessment of 

* Vide article by W. A, Leiswanger in the American Economic 
Review January 1943. 
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the different elements which^go to make up the individual 
or marginal costs of production. In the present imperfect 
stage of the science of cost accounting, it is extremely diffi- 
cult to find out a universally acceptable basis or standard 
for calculating allowances for depreciation or obsolescence. 
How to make depletion or depreciation allowances for 
wasting assets like mines or for factories working on double 
or triple shifts under the abnormal pressure of war demand 
with little or no^ facilities for repairs or overhaul ? (A 
further complicating factor of the situation is the diversity 
of practices followed in different countries even in normal 
times. For Example, there is a provision for the grant of 
depletion allowance for wasting assets in the U. S, A., 
but there is none in the U. K. , though for purposes of 
calculating E. P. T. liability some concessions were made 
by the British Treasury during this war. ) Again cost 
accountants are not unanimous about the rate of allowance 
to be made for marketing expenses or for the use pf own 
capital and land as distinguished from borrowed capital 
or rented land. Above all, the question is how to find 
out the marginal tests of production when the position o^ 
the margin itself depends on the everchanging position of 
supply and demand ? 

The cost of production basis for price fixing becomes 
still more difficult to apply when different prices are 
to be fixed for different manufacturers. A vast army of 
qualified accountants has got to be employed which will 
involve huge administrative costs and create numerous 
loopholes for corruption. A huge Inspectorate staff will 
also be necessary for attending to complaints. 

So far, we have been dealing with the difficulty of 
determining the manufacturing costs only. If the object 
of price control is to guard the interest of the consumer, it 
will be necessary for the State to lay down the maximum 
margin for the, entire chain of Distribution. Sometimes 
only the final retail selling price is fixed (in addition to 
the manufacturers' selling price ) with f the hope that the 
different intermediaries between the manufacturers and 
the final consumer will be able to divide appropriately 
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among themselves the total distributors' margin. This 
method provides for some degree of elasticity in the distri- 
bution of total margin allowed among the different parties. 
A great defect of this system, however, is that the stronger 
parties in the chain of distribution may try to appropriate 
an_ unduly large part of the total profits allowed. The 
Price Controller ifi such cases is forced to resort to a more 
rigid^ method of determining the margin for each class of 
distributor. 

The third method known as ‘‘Formula pricing'* is usually 
employed in the case of non-standard products. There 
are three patterns of formula pricing : — 

(1) The standard product reference method ; 

(2) The margin freeze method, and 

(3) The factor price freeze method. 

Under the standard product reference method, if the 
commodity in question is a modified standard product, the 
manufacturer is required to list the differences between, 
the new products and the standard products. These cost 
differentials are reviewed by the -price controlling autho- 
rities for the purpose of final price fixation. Under the 
margin freeze method, the distributors* (or the manufac- 
turers') margin is frozen. Lastly, we come to the factor 
price freeze method under which it is assumed that factor 
prices are fixed and price changes are allowed only for 
technological reasons. Here the squeeze is on the manu- 
facturer if wage rates or material prices or overhead 
expenses show any increase. 

Minimum price-fixing means the setting up 
of a price below which sale transactions are not 
permitted to take place. Whereas under the maximum 
price method a ceiling is imposed beyond which prices are 
not allowed to rise, under the minimum price method a 
floor is set below which prices are not allowed to decline. 
The former method is necessary for protecting the consumer. 
The latter method is necessary for the protection of the 
producer. ^ Although minimum^ price-fixing is particularly 
important in a period of depression, it may also be necessary 
in war-time in order to give encouragement to producers 
of particular classes of goods, particularly agricultural 
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goods. The theoretical difficulty is, however, quite as 
much formidable in the case of minimum price-fixing as 
in the case of maximum price-fixation. What should be 
the basis of price-fixation ? If the minimum price is set 
too low, i.e. lower than what would prevail under com- 
petitive conditions, it can do neither harm nor benefit, 
if, however, it is set too high, there is the risk of both 
declining demand (unless demand is absolutely inelastic ) 
and expanding supply. Even the most inefficient producer 
will be enabled to reap guaranteed profits and all motives 
to economy in production will be destroyed. More-over, 
the problem of carrying costs and of storage space will 
arise. If the state comes forward to purchase all market 
offers at the high minimum price, the financial burden may 
easily prove to be tod heavyl If, on the other hand, the state 
is unwilling or unable to purchase all that is offered for 
sale, there will be widespread evasions and the minimum 
price regulations will break down (as in the case of the lum- 
ber industry in the U. S. A. under the N. R* A.). Again, 
if the object of minimum price-fixation is to guarantee a 
‘reasonable’ profit to all ^producers, there is the further 
question : how to find opt the level of profit which -will be 
admitted to be reasonable ? The price-fixer, the consumer 
and the producer, each may have quite different notions 
about ‘reasonableness’ and it may prove extremely difficult 
to reconcile the mutually conflicting views. More-over, 
there are different classes of producers who may be 
quite unequally situated as regards their individual costs 
of production. Are we to set different minimum prices for 
different grades of producers, or a single minimum price 
based on the bulk-line cost principle or the average cost 
principle? If the bulk-line method is chosen, the danger 
of over-production will remain, while under the average 
cost principle, production may well remain far below the 
target. In the last analysis, there may be an arbitrary ele- 
ment in minimum price-fixing, as there is likely to be in 
maximum price-fixing, and frequent reviews of both ‘floor 
and ‘ceiling’ prices may be necessary if the purpose of 
price-fixation is not to be defeated. 

Direct price^fixing takes the shape of the setting up of 
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both a maximum and a minimum price when it is desired to 
protect both the consumer and the producer. All the 
difficulties involved in fixing the ‘ceiling’ and the ‘floor’ 
price are present in this case and we need not go over 
them again. 

Specific price-fixing means the setting up of a fixed 
price for a particular commodity. The same price is at once 
the maximum and the minimum. The specific price is the 
description of a state pf affairs in which the gap between 
the maximum and the minimum price is reduced to zero. 

The specific price may take either of two forms : it may 
remain fixed for a fairly long-period or it may take the 
shape of a changing schedalc of prices, a particular price 
ruling over a specified interval of time. The changing 
schedule of prices which is generally applied to agricul- 
tural goods may slope upwards when the intention of the 
government is to induce producers to hold their stocks from 
the market in order to prevent an undue slump due to a 
sudden dumping of stocks on the market in the harvest 
season. It may also slope downwards when the intention 
of the Government is to induce producers to sell their 
stocks as rapidly as possible. The former type is appro- 
priate to a state of depression, while the latter form is 
appropriate under conditions of speculative hoirding. 
Specific price-fixing is a much more difficult matter than 
the setting up of a maximum or a minimum price. 

Fixed prii^-relationship means the fixing of the price 
of a commodity at a pre-determined ratio to that of another. 
Thus there is a base price with reference to which the 
price of the_ controlled commodity is sought to be fixed. 
The base price may be a fixed price or a changing price. 
In the latter case fixed price relationship may be lacking in 
precision and definiteness. Again, the controlled price may 
be arrived at either by adding an absolute sum to base 
price or simply by allowing a percentage increase on the 
base price. This method may be adopted when it is desired 
to prevent a shift of the demand from one commodity to its 
substitute. For example, the prices of sugar and gur may 
be fixed at an appropriate ratio in order to prevent the 
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normal consumers of gut from going over to sugar con-" 
sumption. The method of fixed price relationship is also 
applied in the fixation of differnt margins for different 
types of distributors. A great defect of this method is that 
it tends to stereotype a particular historical or arbitrarily 
conceived relationship between the prices of different com- 
modities or between the different prices of the same com- 
modity in different stages of ^ production. Again, if the 
same margin is fixed for a particular class of distributors, 
efficient and inefficient traders are treated alike and the 
natural economic process of weeding out the misfits is 
checked. 

So far We have been dealing primarily with, different 
ways of direct price fixing* Experience, however, has 
proved that for purposes of effective price control direct 
methods of price fixation must be supplemented by indirect 
methods. These indirect methods may take various forms, 
e.g., production control, control over supply and demand, 
restrictions on commodity movements as well as various 

monetary and fiscal measures. Production control may 
take either of the two forms : — 

(1) deliberate curtailment of production, or 

(2) deliberate expansion. 

If the problem is to prevent an undue decline in the 
price level in a period of general deflation or localised de- 
pression, a minimum price may be made effective only if 
practical steps arc taken for the curtailment of production. 
In this connection we may refer to the various jute restric- 
tion schemes which have been launched from time to time 
by the Government of Bengal for the purpose of preventing 
an undue fall in the price of raw jute. In war time and 
also during the after-math of the war when the problem 
generally is to prevent a steep soaring of price, the policy 
of maximum price fixation can become successful only if 
it is supplemented ^ or supported by positive measures for 
stimulating production or controlling demand. Production 
may be stimulated in various ways, e.g., by requiring that 
a certain part of the available productive capacity be de- 
voted to the production of a specified type of out-put, by 
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sponsoring scbemes of rationalisation which may involve 
the elimination of misfits and amalgamation of different 
firms, by rendering positive help in the shape of supplies 
of machinery, spare parts and technical advice to the firms 
engaged in producing essential goods, by eliminating 
Wastes of superfluity or luxury, by offering inducements 
in the shape of bonus or tax exemption to firms whose out- 
put may exceed an agreed target (as under various premium 
price plans). 

By stimulating production the Price Controller helps 
much to diminish the gap between demand and supply and 
to the extent that he succeeds in doing so the maximum 
price tends to approximate to the long-period equilibrium 
price. As a rule, however, it is seldom possible to expand 
production to the desired extent in the highly abnormal 
conditions created by a Great War. A gap of more or 
less considerable dimension persists. Under such circums- 
tances further measures are generally found to be necessary 
for making price control effective. These measures 
take the shape of control over supply and of control over 
demand. Control over supply may be exercised in various 
ways. In its most drastic application it may take the 
shape of a complete State requisitioning of the entire 
domestic or imported supply of the commodity in 
question. The more usual method is to institute a 
universal system of licensing under which all producers are 
required to take out a licence and to submit periodical 
returns to the Licensing Authority showing their stock in 
possession and other relevant details. The licensed manu- 
facturers and dealers are required to dispose of their goods 
to approved parties only and at scheduled prices. Thus all 
individual initiative in production, bargaining, and market- 
ing is destroyed. The industry and the trade are both 
brought under rut^ess State regimentation as a condition 
preced'^nt to their survival in a planned regime. The 
licensing system ensures that the goods are not spirited 
away, the moment ceiling prices' (which are below the 
market prices') are declared. ^ There is usually a strong 
Enforcement Branch whose business is to see that the terms 
and the conditions of the licence are not violated . with 
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impunity. The co-operation of the public is also sought 
since the most elaborate scheme of price control may be 
easily defeated by a conspiracy of buyers with sellers. If 
buyers are prepared to pay more than the ceiling price 
without any grudge, it may be extremely difficult for the 
State to make the price control effective. It is for this 
reason that some sort of consumers’ council or consumers’ 
advisory board is a more or less regular feature of most 
price control schemes. 

Before concluding this discussion, some observations 
may be made regarding the limitations of price control. 
In the first place, some degree of rise in price may be un- 
avoidable if there is a rise in the cost of production. In 
war-time costs of production may rise to some extent in the 
case of imported goods on account of increased freight and 
Insurance charges. Or again, costs of imported goods may 
rise if there is depreciation of the local currency. But 
even in such cases price control may be made effective if 
the State follows a policy of subsidy, as has been done 
by the U. K. during the second world war. Secondly, 
price control may be virtually defeated through a lowering 
of the quality of the commodity in question. The same 
name may be applicable to different qualities of the same 
commodity. The Price Controller’s job may be well done 
only^ if it is possible to designate different grades or 
qualities of a particular commodity and to assign different 
prices for those different qualities. Thirdly, it may be 
observed, rises in price in war-time are not always a sign 
of speculation, hoarding or profiteering, but may reveal 
deeper mal-adjustments between production and consump- 
tion. It follows that as long as the price control concen- 
trates wholly on the price phenomena themselves, it may be 
merdy dealing with symptoms.*^ Lastly, it should be 
remembered that in exercising control over particular 
commodity prices one should take a macroscopic rather 
than a microscopic view. The economic system is similar 
to a delicate machine in which different parts are so 
closely inter-related that any local disturbance will have 

* Vide 10th Annual Report — Bank for International Settlements 1940, 
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its reverberations in numerous other parts as well, ^ Jules 
Backman'Hias likened this inter-relationship to a series of 
ripples that spread out when water in a lake is hit by a 
stone. These ripples flow in every direction. Similarly, 
in the economic sphere, if it is sought to control particular 
commodity prices without controlling the prices of the 
related goods, whether substitutes or essential ingredients, 
the objea of price control may well be defeated. Again, 
it often happens that a particular factor of production has 
many alternative uses. Price control in such cases may be 
effective only if it is exercised over all the alternative 
products. 

Rationing, as we have already seen, implies controlled 
consumption and controlled distribution. In a free economy 
the total amount of individual consumption depends 
primarily upon three factors : — 

(1) the individual's tastes and choice ; 

(2) the market price of different commodities ; 

(3) the pattern of distribution of money income 
in the society. 

In a free economy, if shortages in the supply of particular 
goods develop, equilibrium between supply and demand is 
maintained with the help of the price mechanism. Rise in 
price occurs which at once limits demand to the extent 
necessary for maintaining current market equilibrium and 
sets m motion forces for expansion of supply through the 
diversion of factors of production to the industry concerned. 
The imposition of a system of rationing does away with the 
need for the operation of price mechanism for the restora- 
tion of a lost equilibrium. It also reduces the significance 
of differences in money income and, to some extent, of 
differences in individual tastes and choice. The number 
of points or coupons attached to the individual ration card, 
and not the level of the individual money income, determines 
the maximum level of individual consumption. 

Rationing thus substitutes State allocation of consump- 
tion goods for private allocation. Such a system necessarily 
violates the ^"principle of optimum allocation of goods 


* Jules Backman'— Government Price-fixing. 
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because rations have to be more or less equal to satisfy 
common notions of fairness and thus consumers are not 
able to adjust the quantities of the different goods they' 
consume to the different proportions which, with their 
different tastes ^and needs, would equalise their marginal 
substitutabilities**.'^ None-the-less, rationing is generally 
resorted to in a period of general shortages for the sake of 
securing some sort of rough justice or equity in distribution. 
If there were no rationing system in force, the wealthier 
section of the community might easily monopolise the 
consumption of commodities in short supply by paying as 
high a price as might be demanded. Rationing alone 
ensures an equitable supply of such commodities to the 
lower income brackets. In so far as rationing ensures a 
more or less equal share of consumption goods among 
different sections of the public, irrespective of differences 
in wealth and income, it certainly reduces the significance 
of individual income differences and thus gives rise to a 
new form of consumer economy which is associated more 
with a socialistic structure of society than with the general 
capitalistic pattern. 

The purposes of war-time rationing may be quite mani- 
fold, In the first place, rationing ensures an equitable 
distribution of commodities in short supply among all 
classes of the community. This is a very notable task and 
a necessary task too, since it prevents undue hardship to the 
poorer section of the communi^ and helps to maintain the 
civilian morale which is essential to the satisfactory prose- 
cution of a total war. Secondly, rationing, by restricting 
civilian consumption, helps to release many factors of 
production for employment for direct ^ war purposes. This 
aspect of rationing is usually prominent with regard to 
non-essential goods the production of which is reduced to 
the greatest possible extent in order to divert factors of 
production to war uses. This second objective of rationing 
is also fulfilled by means of a policy of standardisation and 
rationalisation which rationing promotes. ^ In normal peace 
time, there is usually a good deal of variety in production 


Vide Lernex— The Economics oi Control. 
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patterns to suit the tastes of different classes of consumers. 
This might involve wastes and superfluities. The economy 
of a total war, of which rationing is an integral part demands 
the elimination of all such wastes. This object is largely 
fulfilled through the concentration of production on what 
is known as the utility programme. In the British and 
German rationing systems the utility programme has played 
a very conspicuous role. Utility articles have been defined 
in the U. K. as ‘‘articles which are defined, within more or 
less narrow limits, by minimum specifications, etc. of the 
nature or the quantity of material used, of a size or weight 
or of method of construction, have maximum prices and 
normally bear a statutory mark of identification**. Thus 
in the British utility cloth programme, to quote the words 
of Dr. Dalton, “there is no room for the production df 
ornaments and knick-knacks, of frills and fripperies**. The 
British utility products programme includes within its 
scope, besides clothing with which it was initially asso- 
ciated, boots, shoes, household textiles, pottery, glassware, 
mattresses, furniture, umbrella, cutlery, pencils, mechanical 
lighters, suitcases and even wedding rings. Rationing is 
thus a powerful instrument for enforcing economy in 
production. The third objective of rationing is to serve as an 
aid to measures of price control. We have already referred 
to the general tendency towards rising prices in war time 
which is a joint outcome of an increasing rise in money 
incomes and dwindling supplies of civilian consumption 
goods. A considerable portion of war-inflated money 
incomes may no doubt be absorbed by means of a well- 
conceived taxation and borrowing programme. But even 
then some, and sometimes rather large, gap might persist 
between demand and supply which means that prices will 
tend to go up much beyond the statutory ceilings. Price 
control measures thus break down for one thing because 
there is a limit to the extent to which the effective rate 
of taxation may be increased during war-time without 
impeding maximum production and without destroying the 
morale and the spirit of co-operation of the business 
community, and secondly, because the wealthier section of 
the community might often prefer to resort to capital 
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disinvestment, assuming that tBc great bulk of their current 
income is taken away by the State through one pretext or 
other, rather than submit to any drastic reduction in their 
customary standard of consumption* Thus price control 
in war time may be effective only through a quantitative 
control over demand by means of a system of rationing. 

A possible fourth objective of rationing to which a 
reference may also be made, though that is seldom cons- 
ciously or deliberately pursued by most rationing adminis- 
trations, may be to modify the general pattern of income 
distribution in favour of the poorer section. Relatively 
less well-to-do sections may be enabled by means of the 
rationing technique not only to enjoy an increase in their 
real income due to limitations imposed on consumption by 
the rich, but may also have their money incomes increased 
through the sale of some of their rationing coupons. 
Persons who have not, the necessary amount of purchasing 
power for using all their ration coupons may find it profi- 
table to sell some of them in exchange for money with 
• which they might use the rest of their coupons. Thus 
rationing introduces a new form of income, which may 
be described as ‘coupon income* afid might release a new 
stream of purchasing power which may have the effect 
of modifying appreciably the existing pattern of income 
distribution. 

Rationing may take various forms ; according to the size 
of the field to be covered and the units in which the ration 
is to be expressed. If the essential scarce commodity 
happens to be something homogeneous, rationing usually 
takes the form of assigning a limited quantity of the same 
to each individual. This is known as specific rationing. 
During the first world war, rationing in Europe 

generally took the form of assigning an equal quantity of 
the same commodity to different individuals. One great 
defect of the equal rationing system, however, is that it 
does not take into account the different needs of different 
individuals, needs based upon differences in age, state of 
health, nature of occupations, sex and other relevant 
factors, pn account of these defects, continental rationing 
systems which’ were in force during the second world war 
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took a highly differentiated form. Distinctions have 
usually been made between heavy workers, very heavy 
workers and the normal consumer. Different rationing 
units have also been assigned to different age groups. 
Protective foods have usually been reserved for or given 
in large quantities to nursing and expectant mothers ana 
invalids and children. Similarly, in the development ot 
cloth rationing programmes, special needs of women and 
of men belonging to different occupational or social groups 
have usually been taken into account. Thus, either the 
equal rationing system has ^ been replaced by a highly 
differentiated form of rationing as in the continent, or it 
has been supplemented by special arrangements for groups 
with special needs as in the U. K. 

When the commodity in question does not happen to be 
homogeneous in character, specific rationing may well be 
either impracticable or undesirable ; for instance, in the 
case of meat, it is well nigh impossible to assign to each 
and every individual different kinds and cuts of meat. 
Group rationing is usually resorted to in such cases. The 
individual is allowed to purchase a limited quantity of the 
different varieties or kinds of commodities included within 
the group. Under group rationing, commodities are grouped 
according to their different degrees of substitutability from 
the point of view of either demand or supply. There is a 
high degree of substitutability, from the point of view of 
demand, for different kinds of meat, different types of 
clothings, and so on and so forth. A high degree of 
substitutability, from the standpoint of supply, also exists 
for commodities which arc produced with the help of more 
or less the same materials or the same capital equipment. 

Group rationing may take the form of either value 
rationing or point rationing. Under value rationing, the 
individual is allowed to spend a fixed sum of money on 
the purchase of different commodities included in the 
group. In the British system of meat rationing, for instance, 
the consumer has been allowed to spend a certain amount 
of money each week in the butcher's shop and can buy 
-'either a small amount of an expensive cut or a larger 
; quantity of a cheaper' meat. Under the point system of 
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group rationing the individual is allowed to spend a 
definite number of points or coupons in the purchase of 
commodities included within the group. 

Group rationing gives the individual some amount of 
freedopa of choice which is absent under specific rationing. 
Specific rationing, however, has the advantage of bringing 
about a very close correspondence between supply and 
demand which may not exist under group rationing. The 
productive machinery may be so handled that supplies may 
be fully adjusted to the total demand calculated from the 
number of ration cards issued. Under group rationing, 
just because the individual has bsen given some amount 
of freedom of choice, it may not be possible to adjust fully 
the supply of different kinds or qualities included in the 
group to the actual fluctuating market demand. Thus both 
shortages and abundance in the supply of different commo- 
dities may easily develop under the group system. 

Group rationing gives rise to various interesting problems 
which are absent from specific rationing. Under value 
rationing, the individual who is allowed to spend only a 
limited sum of money on his total purchases of items 
included in a group may be tempted to concentrate his 
purchase on the cheaper qualities. This may lead to a 
decline in th^ price of the superior qualities and the 
consequent decline in their supply unless they happen to be 
joint products. Concentration of production on the 
inferior qualities may be desirable from the point of view 
of econdmy in production. But economics may be better 
effected through control over production rather than in an 
indirect wasteful manner via changes in the character of 
demand. Moreover, “the time at which siich changes 
become desirable or feasible usually will not coincide 
with the date on which rationing is to be introduced, and 
the effect of value-group rationing on the price and supply 
of better qualities cannot be exactly foreseen**.* Further, 
in the case of joint products, no shifting of production in 
response to changes in demand is possible. In such cases 


* Vide article by Hans P Neisser on “Theoretical aspects of Rationing” 

in the Quarterly Journal of Economics May 1942, 
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State subsidy may be necessary, if production is not to be 
reduced or if the price of the inferior product is not to 
register a compensatory rise* 

Under the point system of group-rationing, the State 
has to perform the unenviable task of determining the point 
price of different commodities* Here, too, we may expect 
to find a shifting of demand to commodities with a relatively 
low point value in view of the limitation to the total point in- 
come. Point price may be determined either according to the 
value of different commodities or according to the service 
value of resources or other scarce materials embodied in 
different commodities, e.g. the point price of food commodi- 
ties may be determined with reference to their nutrition 
value* Similarly, the point prices of woollen garments may be 
determined according to their different wool contents. If 
the ration is small, fixing up of a high point price according 
to service value may have the effect of driving away 
dernand to the inferior qualities. In such cases, it may be 
desirable to fix the sarne point price for superior and 
inferior qualities, while the money price may be allowed 
to vary. Thus richer people will buy superior qualities at 
higher money price, but at the same point price. Where 
the ration is relatively large, the point price of different 
commodities may be determined in terms of both service 
value and the value of materials used in their production. 
Higher point price may be fixed for better and more costly 
comrnodities in order to restrict their demand. Under 
combined value-and-point rationing, demand will shift to 
commodities with a high point value but with a relatively 
low money value, or to commodities with a low point value 
but with a relatively high money value, according as the 
individual happens to belong to the poorer or the more 
well-to-do classes. 

Under ‘point rationing, temporary shifting in the supply 
position of different commodities vis-a^^is their demand 
may be met by an appropriate change in their point prices. 
If : there is abundance in the supply of a particular good 
its point price may be lowered in order to stimulate 
demand. Similarly the point price may be raised if shorta- 
ges develop. 
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A system of poiiit rationing virtually introduces a new 
type of currency, a sort of rationing currency, which 
becomes the principal medium of exchange, while the 
significance of the more usual form of^ currency is drastic- 
ally reduced. The fact that equilibrium between supply 
and demand has to be maintained by a manipulation in the 
point price, constitutes, to quote Lerner, a “restoration of 
the price mechanism in a limited and disguised form, with 
points taking the place of prices and the coupons, a kind of 
subsidiary currency'*. 

While group rationing may be applied even to commodi- 
ties which are amenable to specific rationing, whenever 
it is thought desirable to give the consumer some amount 
of freedom of choice, it is nevertheless necessary to retain 
the technique of specific rationing in some cases. For 
example, a commodity like petrol, the private consumption 
of which in war-time has got to be drastically reduced 
because of its high value from the military point of view, 
has got to be put on specific rationing. Group rationing 
is not of much avail for these purposes. 

Another variant of group rationing is what Dr. Kalecki 
has described as “general rationing"'^. Under this system, 
there is a universal over-all rationing under which the 
individual can spend a limited sum of money on hi*^ total 
consumption expenditure. This general rationing gives 
the largest amount of freedom of choice to the individual 
consumer. It also conduces to a good deal of simplification 
in the rationing administration, since it no longer becomes 
necessary to allow different ration cards to the same 
individual for different items of consumables. Distri- 
bution under this form of rationing also becomes free from 
the wastes of allocation associated with ordinary rationing. 
Dr. Kalecki developed this concept of general rationing 
as an anthinflationart device. The problem of price 
control in war time, it -is claimed, would be automatically 
solved under this plan, since the total volume of consump- 
tion expenditure becomes strictly controlled, whatever 
the rise in the Volume of money income under the stimulus 
of a great war. Kalecki claimed that this plan compares 
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favourably with the Keynesian plan for deferred pay, since 
under the latter scheme it is possible to maintain normal 
standard of consumption by means of capital disinvestment. 

The device of general rationing, however, is not free 
from certain serious shortcomings. In the first place, it 
does not solve the main problems of rationing, namely, the 
effecting of an equitable distribution of scarce essential 
commodities. It is extremely likely that there shall be a 
general scramble for the purchase of scarce essential 
goods. Secondly, it may be very difficult to effect a 
proper adjustment between stipply and demand, since 
producers and shopkeepers may not know for certainty 
the exact shape of public demand for different types of 
commodities. Further, in view of the general reduction 
in the total volume of consumption expenditure, we may 
expect to find a general shifting of demand from better 
to inferior qualities with a consequent reduction in the 
price of superior qualities. This may lead to large scale 
unemployment of factors of production engaged in 
producing superior goods or quality products, unless 
generous subsidies are granted by the State. If over-all 
rationing takes the form of point rationing, the problem 
becomes even more complicated since it becomes necessary 
to fix point prices for all sorts of commodities and to 
maintain a correspondance between point price and money 
price. Under over-all value-cum-point rationing, the 
individual is given both point income and an upper limit 
to the volume of money expenditure which may be used 
for purposes of current consumption. Here the State has 
to determine both the point price and the money price for 
different commodities. The volume of individual demand 
for different classes of goods will depend on two indepen- 
dent variables, namely, the point price and the money 
price. Thus one and the same commodity will be demanded 
either if the point price is relatively low and in compen- 
sation the money price is relatively high, or if the point 
price is relatively high and in compensation the money 
price is relatively low. Thus with a given quantity deman- 
ded there is associated an infinite number of poinPprice 
money-price combinations. 
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So far we have discussed simply the theoretical aspects 
of rationing. But rationing is not primarily a problem in 
economic theory. It is a ptagmat'c problem in practical 
administration. The practical rationer has to decide 
'^vhsther to ration, TPkat to ration, u^hen to ration and 
particularly Aaip to ration.*’*'' 

The decision whether to ration will depend upon a 
variety of considerations. Before a policy of rationing is 
decided upon, we have to answer the following questions : 

Is it likely that the distributive mec’ anism. will break 
down if rationing is not resorted to ? Does the supply 
position warrant the assumption of rationing obligations ? 
If supplies are abundant, no rationing is necessary unless 
of course, it is decided to restrict consumption in order 
to release factors of production for war uses. Again, if 
supplies are too scarce or too erratic, it may not be a wise 
policy to undertake general rationing obligations. On the 
other hand, if the commodity in question happens to be an 
essential good like food or clothing, inadequacy of supply 
is an additional reason for putting the commodity imme- 
diately on rationing. * 

The decision *"what to ration” similarly depends dn a 
variety of considerations. Fro-m the purely administrative 
point of view, it is desirable to restrict rationing to as 
narrdw a field as possible. Only the essential goods in 
short supply may be put on rationing. * But this consider- 
ation may be outweighed by other more vital considerations. 
For example, a policy of reduction of consumption and of 
economy in production generally may necessitate a wider 
application of the rationing principle. Secondly, it may be 
unfair to limit rationing only to a few articles while leaving 
untouched various other related goods. Apart from the 
problem of injustice to particular groups of traders involved 
in any scheme of partial rationing, there is also the possi- 
bility of a shifting of production from the rationed to the 
non-'rationed products. 

The decision *'when to ration” will also depend on a 


Quoted from a paper on rationing read by R. G. Gettel before the 
American Economic Association, January 1943. 
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balancing of the following considerations, ^ From certain 
points of view it is better to resort to rationing as soon as 
shortages in supply are apprehended. That would at once 
prevent a demoralising scramble for supplies, panicky hoar- 
ding and consequent distress to the ordinary consumer and 
give the rationing authorities a good deal of time for the 
formulation of their plans and for ironing out the angulari- 
ties of the actual rationing administration. On the other 
hand, there Ts a good deal of reason in favour of postponing 
the actual introduction of rationing till its necessity becornes 
apparent to all and sundry, so that a good public reception 
may be assured for the rationing discipline. In any case, 
however, it is imperative that plans for the introduction _ of 
rationing should be prepared well in advance. A rationing 
programme hurriedly conceived and hastily put into opera- 
tion cannot hope to be very much of a success. 

Lastly, we have to decide the question, to ration*'. 

The actual manner in which rationing may be introduced 
depends upon the nature of the commodity and other rele- 
vant factors. If the supply is too small or too erratic to 
permit of a general rationing, or if the commodity happens 
to be such that it can be of use only to particular classes of 
persons, then the permit system of rationing may be resorted 
to. For example, petrol, motor car, refrigerator, radio, 
fountain pen, etc. — all such commodities may be distributed 
by the certificate method. The certificate method again 
may be employed either in a general way or in a discrimi- 
nating manner. In the case of motor spirit, for instance, a 
basic ration is usually allotted to all car-owners if the supply 
situation so permits, while a supplementary ration is allotted 
to those whose occupations require wider use of motor-cars. 
In the case of fountain pens, radios etc. permits are issued 
only to those whose needs may be adjudged to be most 
urgent. Under this method, a good deal of discretion has 
got to be vested in the permit issuing authorities with con- 
sequent loopholes for abuse, corruption, favouritism etc. 
Sometimes, scarce commodities are also distributed even in a 
less formal manner. Shop-keepers are simply asked to sell 
not more than a very limited quantity of the commodity in 
question to one person at a time ; or sometimes a special type 


30 PRICE CONTROL AND RATIONING!* IN INDIA 

of shop, the so-called “fair price” shop may be selected for 
distributing such commodities. 

The ocher forms of rationing, e.g. specific rationing, 
group rationing etc. have already been discussed and we 
need not dwell on them any further. 

Practical rationing administration has to grapple with 
various other problems as well. Is the consumer to be given 
the right to purchase his rations anywhere he likes ? Or 
should he be tied to a single^ retailer ? Usually, for the 
sake of administrative convenience, every individual ration 
card holder is required to get his ration card registered with 
a particular shop. This may a convenient arrangement 
for the consumer provided the registering shop is not situ- 
ated far away from his normal place of residence. On the 
other hand, however, the tying of an individual consumer 
to a particular shop has the disadvantage of placing him en- 
tirely at the mercy of the shopkeeper. The shopkeeper is no 
longer under the necessity of observing common business 
courtesy or of supplying the best quality products and 
virtually becomes or behaves like a typical sundried 
bureaucrat. 

Practical rationing administration should be responsive 
to public criticisms and suggestions and characterised by a 
high degree of flexibility. This responsiveness is secured 
only if the general public are associated, in some form or 
other, with the rationing administration. Successful admi- 
nistration of rationing also depends upon the amount of co- 
operation which may be received from the business commu- 
nity, If businessmen adopt a hostile attitude, the ordinary 
civil servant with his meagre knowledge of business techni- 
calites may make quite a mess of the task of distributiotx of 
essential daily necessaries of life. 


CHAPTER II 


Evolution of Price Control in India 

In the realm of prices the second World War did not 
cast its shadow before it. Prices of commodities in general 
and of raw materials in particular, after the collapse of 
the short-lived boom of 1935/7, showed on the whole a 
tendency to decline, a tendency which lasted up to August 
1939. The outbreak of the war was a general signal 
of upward movements of prices . outside Europe on the 
expectation of a high rate of consumption of materials and 
of finished products for Military purposes, and of dislocations 
in the normal trade channels, while in Europe itself the 
cost price structures of different countries felt the impact 
of renewed currency depreciation, higher transport costs, 
enhanced tax and direct State intervention in the realm of 
prices. Bitter memories of the disastrous consequences 
of inflation during the first world war were principally 
responsible for a good deal of initial preparedness, on the 
part of the belligerent European Governments, for 
countering the forces of inflation during the second world 
war. Indeed, at last one country, namely Germany, adopted 
a system of price control almost three year^ Jbefor^ the 
outbreak. The principal method adopted by her 
was the* familiar device of price stop which forbids the^ 
increase of prices above the level prevailing bn a fixed* 
date except under well-defined conditions. The base date 
was 7th October 1936 and no price could be changed 
without previous approval by the Price Commissioner. 
The price stop method was also employed by England atid 
France, though the base date was September 1939. In 
England, prices might be adjusted above this level when 
such adjustment was necessitated by increased cost of 
materials or higher costs of selling on production including 
wages, insurance charges etc. In France, prices could be 
increased by way of exception when such increases were 
‘‘justified by the defaetp conditions in which commercial 
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concerns were carrying on business or by fluctuations M . 
prices of the imported raw materials/’ With effect from 
1st May 1940, however, increase of price due to increase 
in costs could be permitted only by the National Committee 
for price control. 


As the war progressed and as the impact of the rising 
tempo^ of war effort and of new de /elopments of the fast 
Clanging war situation was felt differently in different 
sections of the market, the technique of price control was 
suitably altered. Generally speaking, the scope and the 
ambit of control ^ was progressively expanded till the gap 
between the totalitarian economic systems and the so-called 
free systems of the great Western democracies became 
well-high indistinguishable. 

In India, as elsewhere, the outbreak of the war was follo- 
wed by an abrupt speculative rise in retail prices. The 
immediate reaction of the Government of India was to 
delegate powers under the Defence of India Rules to the 
different Provincial Governments to fix prices of bare 
necessaries of life like foodstuffs, salt, kerosine and ordi- 
nary varieties of cloth. But these powers remained mainly 
as a threat in the background and were not made much 
use of. It was felt in official quarters that the sudden 
spurt in the price level was more or less temporary and that 
it would die down as soon as the speculative fever would 
be over. Nevertheless, it was agreed that the situation 
desarved careful watching and that representatives of the 
Central Government and of different Provincial and State 
Governments should meet together from time to time for 
the purpose of making periodical surveys of the pursuit 
of this policy. The first Price Control Conference was 
held as early as October 1939. At that time the weekly 
index number of primary commodities stood at 111.4 only 
(basic : — week noted August 19, 1939 = 100). The 
general consensus of opinion* at this Conference was 
opposed to the idea of any interference with the course of 
price movements. As a matter of fact,the small rise in prices 
which had taken place was welcomed. It was felt that the 
agriculturists who had the most gruelling of experiences 
during the great depression of the thirties should be 
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allowed to enjoy the benefit of such upward price move- 
ment which so far was reflationary rather than infla- 
tionary in character. Among other conclusions reached at 
this Conference, it was agreed that : 

(.1) in the case of imported goods as well as of 
goods of all-India importance, the basic price 
was to be fixed, in the first instance, by the 
Central Government and in the case of other 
goods by the Provinces ; 

(2) that the normal basis of price control was the 
replacement cost ; 

(3) that it was desirable to develop a price intelli- 
gence service ; and 

(4) that the list of essential commodities already 
notified required no modification. _ 

By December 1939, however, the weekly index number 
had already risen to 135'9. This rather steep rise in price 
necessitated the summoning of the Second Price Control 
Conference which was held towards the close of January 

1940. This Conference, too, did not favour the idea of price 
control. It was, however, agreed that if and when price 
control became necessary, the fixation, of prices at primary 
wholesale markets and at the stage of production was to 
be a central responsibility, while the retailer’s margin was 
to be determined by the Provincial and the State 
Governments. 

The period between January 1940 and February 1941 
was a period of a general price decline, the weekly index 
number registering a decline from 135.3 to 109.7 during 
the same period. The index number, however, began to 
rise again after. February 1941 and rose tol38'3 in September 

1941, In January 1941, the Central Government delegated 
to the Provincial Governments the power of prohibiting 
with-holding from sale of the articles already selected for 
price-control. When the third Price Control Conference 
met in October 1941, the general complacent attitude dis- 
played in earlier conferences had almost disappeared, 
though the principal cause of headache was a rise in the 
prices of cloth and yam, following the passing of freezing 
orders against Japan, rathe,r <han the prices of food grains. 
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Of course, the wheat position was causing some apprehen- 
sions. A declaration was, therefore, made at this Conference 
^hat the Central Government might intervene any moment 
if. the price of wheat continued to rise any f archer. As the 
price of wheat went on soaring, the Central Government 
issued a general warning to traders on November 2, 1941, 
to the effect that the Government considered Rs, 4-6-0 per 
maund at Lyallpur and Hapur to be a suitable maximum 
price. This warning, however, went unheeded. Accordin- 
gly on December 5, 1941, the Central Government declared 
Rs.4-6-0 per maund to be the maximum price for wheat 
at Lyallpur and Hapur, while Provincial Governments 
were^ authorised to fix maximum prices at any other place 
"having regard to the normal relations between prices at 
such places and at Lyallpur and Hapur**. This was the 
step taken by the Government of India towards exercising 
control oyer the normal trade machinery and it had its 
repercussions on the entire markets. The immediate 
effect of the imposition of price ceiling was the sudden 
disappearance of wheat from the Punjab markets. In order 
to conserve supplies,, the Punjab Government placed an 
embargo on the export of wheat except under permit. 
The need, however, was felt for a machinery for 
determining a scheme for allocating exportable surplus 
of wheat from the Punjab. Accordin:^,ly, in December 
1941 a Wheat Commissioner for India was appointed 
whose main function was to regulate the distribution of 
wheat. At the end of March 1942, the maximum price of 
wheat was raised to Rs.5/- per maund at Lyallpur and 
Hapur and to Rs. 5-4-0 per maund at Sind centres in order 
to stimulate the marketing of the new crop. On April 30, 
1942, the wheat control order was passed under which 
all movements of wheat by rail from producing to con- 
’suming areas were banned except under permits to be 
issued by the Wheat Commissioner, while inter-district 
movements within the producing provinces were left to 
be controlled by the Provincial Governments concerned. 
On the basis of this order, an all-India plan for distribution 
of wheat was prepared and put into operation. 

Control over the rail-road movement of wheat was not 
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inspired by the motive of price control alone. The 
transport situation in the country also necessitated such 
controls. The Indian Railways had been passing through 
an abnormal strain right from the very beginning of the 
war. The apprehension of Japan's entry into the war, 
by increasing the tempo of India's war effort, added consi- 
derably ^ to this strain on the capacity of Ind an Railways. 
Thus rigid control over goods traffic became necessary 
for reasons of transport congestion, if not for any other 
reason. The subsequent outbreak of the Far Eastern War 
a so, profoundly affected the economic prospects of the 
country and created altogether new problems of growing 
complexity. India was rapid’y converted into a major base 
of operations for the war against Japan and the task of 
feeding, clothing and otherwise catering to the needs of a 
vast and growing ahied Army stationed in or based on 
India devolved on India's shoulders at a time when the 
supply position began to deteriorate on account of loss 
of import facilities, a series of bad harvests, and the 
conversion of the domestic economic structure to a war 
basis. On the one hand, there was a big increase in 
demand both from the Government and from the people 
of India whose money income had increased tremendously 
under the stimulus of huge Governmental war expenditure, 
and on the other hand, the volume of available consumption 
goods dwindled to a small trickle, while the virtual dis- 
location of the transport system,alsofor military reasons, 
made the task of distribution of available consumption 
goods almost a hopeless one. The inflationary policy 
of the Government, taken in conjunction with major military 
reverses sustained by * the allies in 1942 and in the early 
months of 1943, created an atmosphere of absolute un- 
certainty in which the speculator and the hoarder easily 
scored a very good innings over all the forces of control 
and justice. ^ It is against this background that we have 
got to consider the results of the Governmental efforts at 
price control which now became an imperative*^ necessity 
both in the interest of maintaining civilian morale — a 
fundamental point in military strategy— and in the interest 
of the war effort itself. ' 
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The Fourth Price Control Conference was held in 
February 1942. This Conference recognised the necessity 
of making the most efficient use of the limited transport 
facility available in the country for the purpose of effecting 
proper distribution of food grains. The emphasis was 
shifted from control over prices to control over distribution. 
It was also recognised that whi'e the distribution of 
commodities of all-India importance like wheat was to 
be a central responsibility, other commodities like rice 
and bajra which had to move only within certain specified 
zones could be left to the control of regional authorities 
like Regional Price and Supply Boards and Regional 
Transport Boards which were to be evolved for that 
purpose. 

The Fifth Price Control Conference met in April 1942. 
In order to ensure proper distribution, the Conference 
recommended that wholesale dealers should be licensed 
by the Provincial and State Governments and that such 
wholesale dealers should furnish periodical information 
to the Provincial and State Governments concerned 
regarding the course of distribution of the foodstuffs 
handled by them. It was also laid down that in granting 
licences the existing channels of trade should be main- 
.tained as far as possible. The question of licensing retail 
dealers was left to the discretion of the local Governments. 
The Conference also warmly welcomed the idea of forming 
Regional Boards, which was first mooted in the Fourth 
Price Control Conference, for the purpose of co-ordinating 
the supply of food grains within each region and of sugges- 
ting wholesale prices which might be fixed for articles of 
regional consumption, for making recommendations to 
the Central authority in regard to wholesale prices of 
articles of all-India importance, and for co-ordinating reteil 
prices in adjacent regions. After reviewing the prices 
of specific commodities, the Conference came to the con- 
clusion that the then prevalent price control over wh^t 
should be maintained. As regards rice, the general opinion 
was that the price of rice had not yet reached a level at 
which control was necessary. Incase, however, control 
became necessary, in view of ■^de differences whjdh 
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existed both in variety and in price, different maximum 
prices might have to be fixed in different areas for difre” 
rent qualities of rice. The whole question might be 
looked into by the Regional Boards which were shortly 
to be constituted. Similarly, it might become necessary 
to control the prices of some millets of fairly wide consum" 
ption. Here, too, recommendations were to be made by 
the Regional Boards. 

The Conference also recommended some concrete 
measures for the transfer of the surplus acreage under 
short-staple cotton to the production of food crops. By 
the time the sixth Price Control Conference met in September 
1942, the menace of the black market was already looming 
high in the horizon. The Conference was in favour of 
instituting some system of co-ordinating the purchase 
of surplus wheat and other food-grains to meet the re- 
quirements of the military and of deficit areas. Thus the 
nucleus of what afterwards came to be known as the “Basic 
Plan" was born at this Conference. The Conference also 
recommended the creation of a Civil Supplies Advisory 
Council and a Central Price and Supply Board for strength- 
ening the price control machinery at the centre. The 
former body was to consist mainly of representatives of 
the trade and industry and its functions would be to advise 
the Central Government on all matters connected with 
prices, supplies and distribution of commodities, while 
the latter body would be an executive body constituted 
to assist the Civil Supplies Commissioner (rice and. 
miscellaneous ) and the Wheat Commissioner for India 
in the performance of their duties relating to food grains. 
Its functions would be “to advise the Central Government 
in regard to the formulation of a programme of movement 
of Supplies and advise the Provincial Government in 
regard to the principles governing the fixation of secondary 
prices in relation to basic prices", as well as to scrutinise 
the data received from the Regional Price and Supply 
Boards and from Provinces and States in' regard to sur- 
pluses and deficits in different areas. The Conference 
also recommended the opening of “fair price" shops in poorer 
localities for bringing down tbe retail prices of. essential 
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consumer goods in the interest of the poor consumers. 
Mr. N. R. Sircar who presided over this Conference 
declared that “time has come when control must cover 
not only the prices but also^ the supply and distribution 
of the controlled commodities ; it is also essential to 
extend such patterns of control over competitive food 
grains so that the producer and the seller shall have no 
incentive to sell these in preference to the controlled 
commodities'*.* 

Wheat and sugar are the two commodities the prices of 
which were sought to be controlled up to the first half 
of 1942. After the fall of Burma, however, the price of 
rice began to soar up and rice entered into the category 
of problems. 

The Provincial Governments in the principal rice-growing 
areas were at first faced with problems similar to those 
which were developed earlier in the wheat markets, 
namely rise in prices, scramble for supplies, reluctance to 
sell on the part of growers and traders and so on. In 
June 1942, the Government of Bengal issued for the first 
time an order fixing, with effect from 1st July 1942, the 
maximum prices for medium and coarse rice in the Ca cutta 
market. The wholesale price of rice was fixed at Rs, 
5-12-0 per maund. This price reflected the market situ- 
ation which prevailed several weeks ago but fell far 
short of the then current market prices. Accordingly, as 
, in the case of wheat in the Punjab, , the declaration of 
a statutory maximum price was immediately followed by 
a complete disappearance of rice from the normal market. 
In order to conserve supplies, the export of rice and paddy 
from the province was prohibited except under permit. 
In this respect, too, the Punjab example was fo lowed. As, 
however, rice still refused to appear in the normal market, 
the Government of Bengal raised the wholesale price by 
one rupee but the on y effect of this measure was to 
raise the .black market price almost exactly by a rupee. 
In order to relieve the situation, the Government adopted 
two measures ; first; distribution at controlled price of 

*The Indian Infoimation, Nov. 1, 1942, 
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“denial” stocks^ through controlled shops, employers* shops 
and the Calcutta Corporation (this diminished the demand 
for rice from the black market) ; secondly, the decision not 
to enforce controlled price except in the case of gross 
profiteering. The above measures helped to restore 
equilibrium in the rice market, but only temporarily. The 
situation took a grave turn towards the close of 1942 when, 
thanks to the Midnapore cyclone, crop disease and other 
natural calamities, there was a disastrous failure of the 
aman crop. Psychological factors, transport difficulties 
and the general speculative fever, all served to accentuate 
the situation already rendered difficult by the crop failure. 
The prices of rice and paddy rose abruptly. The sudden- 
ness of the rise in price can easi^ be gauged by the fact 
that in Burdwan district the price of medium rice rose 
from Rs. 7-8-0 per maund on 18th November 1942, to 
Rs. 14/- per maund on 7th December 1942. To cope with 
the situation, and in order to break the Calcutta market, 
the Government of Bengal announced on March 11, 1943, 
their decision to remove every vestige of price control. At 
the same time, the Government came forward to purchase 
as much rice and paddy as possible on its own account. 
Embargoes on inter-district free movement of rice and 
paddy, however, remained in force. The abolition of 
control over the price of rice in Bengal was followed by a 
declaration of free trade in North-East India on 18th May 
1943. It was hoped that unrestricted inter-provincial 
free trade, coupled with internal de-control, would mate- 
rially help the situation in the Calcutta* market, but that 
hope was never fulfilled. The only effect of the dec'aration 
of ^ a free trade zone in North-East India was to raise the 
price of rice in the neighbouring markets of Bihar and 
Orissa. ^ Moreover, Bengal ^ did not succeed in importing 
much rice from the Provincial Governments concerned, 
which never saw eye to eye with the Central Government 
in the matter of the free trade zone declaration. The price 
of rice in the Calcutta market remained above Rs. 30/- per 
maund throughout the free trade ■’period. 

#The phrase Menial rice* refers to the sttrpitto rice removed from certain costal area# 
of Bengal out of apprehension of an impending Japanese invasion. 
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The assumption underlying the policy of statutory price 
control in Bengal was that stocks were availableinthecountry 
but that they refused to appear for sale in the normal market 
in expectation of higher prices in the black market* In order 
to assess the actual statistical position regarding supply, the 
Government of Bengal embarked upon food drives, at first in 
the districts outside Calcutta and Howrah, and subsequently 
in Calcutta and Howrah. These food drives, however, did 
not disclose the existence of any appreciable hidden reserves 
in the country. Once the suspicion about the existence of 
hidden stocks was dispelled, the Bengal Government moved 
towards the reversal of the policy of decontrol. In August 
1943, the Government of Bengal announced their decision to 
fix maximum prices for rice and paddy on a descending scale. 
The rates wereRs. 30/- a maund for rice and Rs. 15/- amaund 
for paddy between August 28 and September 9, 1943; Rs. 
25/- a maund for rice and Rs. 12/8/- a maund for paddy 
between lOth and 20th September 1943 ; and Rs. 20/- a maund 
for rice and Rs. 10/- a maund for paddy from 20th to 25th 
September onwards. ^ This novel device of a descending 
scale of maximum prices was calculated to induce both the 
producer and the trader to come forward and offer 
to the Government the new Aman crop at the most 
advantageous price possible. The Government also de- 
clared their readiness to purchase all rice and paddy which 
might be offered to them either by agriculturists or traders 
at local market rates or at the statutory maximum pricCi 
whichever was lower. Unfortunately, however, the scheme 
was not a success ; prices did not come down appreciably 
and the Government did not succeed in procuring the 
expected quantities. The great Bengal famine of 1943 
which, according to official estimate, took a toll of 35 lakhs 
of innocent human livcs^ was a grim confession of the utter 
failure of the price control measures of the Government. 
During the period of the famine, the price of rice ranged 
anywhere between Rs, 40/- to Rs. 100/- per maund in 
different areas of Bengal. Indeed, in a sense, the famine 
itself was due to the simple fact that the price of rice was 
much too high for ordinary people to buy as much as they 
required for their bare sustenance. 
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Before proceeding further with the story of the Bengal 
Qovetnment's next experiment with price control in respect 
of rice, ^et us for a moment look backward and tr^ce the 
4evelopmept of the hll-India policy regarding price control 
from the stage where it Wo4 at the time of the meeting of 
the Sixth Price Coptrpl Conference in September 1^2. The 
first most important development ^as the creation of the 
Central Pepartment of Food. Hitherto, the food problern 
in India was tackled by a multiplicity of Departments 
with the result that proper co-ordination of worh or 
speedy action was not possible. The Food Department 
wag created for taking over the administration of "all 
measures of control over prices, supply and distribution 
of foodstuffs and for a forward planning of production, 
the task before the new Department was one of enormous 
difficulty. In the first place, there was an over-all shortage 
of foodstuffs to the tune df nearly 14%. Secondly, there 
n^af a complete lack of confidence bh the part of the public 
which accounted for abnormal hoarding on the part of 
hoth consumers and producers. Thirdly, there was specula-- 
five hoarding on the part of the trader. Since the essence 
of the problem of price control lay in the possibility of 
transferring surplps food grains from the surplus to deficit 
greas,^ the Government’s attention was devoted tp the 
development qf a proper machinery of procurement and 
distribution. In order to restore ronfidence on the part 
pf the general public and the trading classes, the Govem-s 
ment sought the assistance of His Majesty’s Government; 
for securing imports of wheat and also withdrew on January 
35, 1943 the statutory maximum price for wheat. Secondly, 
in order to eliminate competitive buying of. fqodgraina fof 
export purposes which would inevitably have the effect 
of raising their prices, the Government appointed purcha- 
sing agencies which were to wprk under t;he direct control 
of Provincial and State Governments, This vras a step in 
the right direction since the presence in the market of a 
apmbar of big porchasers operating in the saipe area would, 
necessarily have the effect of raising the price level. 
Thirdly, the export of. surplus of each area was kept 
vbhil? upder thei gontpol of the Government and was 
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reserved e:^clusively for the purpose of mitigating shortage 
in deficit areas* Thus the Government of India, while 
abandoning the method of statutory maximum prices which 
had failed to bring down the actual market price, changed 
its tacdcs and adopted various indirect methods for influ" 
encing prices much more effectively than was possible under 
the older method. Since the actual over-all shortage was 
largely accentuated by hoarding, both precautionary and 
speculative, the Government undertook extensive propa- 
ganda work in order to apprise the general public of the true 
facts of the food situation which were often grossly distor- 
ted by all sorts of rumours. It was hoped that panicky 
hoarding would gradually come to an end as a result of 
this propaganda. Speculative hoarding was sought to be 
prevented by the threat of severe punishment to be meted 
out to all hoarders, a punishment which might even take 
the shape of complete confiscation of stocks. The removal 
of price control was so timed that, in view of the promising 
prospects of the new crop and the impending arrival of 
import of wheat from abroad, prices should have settled 
in due course at a reasonable level. In order to increase 
the food supply in the country and to make the country 
much more self-sufficient in regard to its food requirements, 
the **Grow More Food campaign ' was also prosecuted 
with increasing vigour. The primary producer was also 
given an assurance that he had nothing to fear either from 
the Government monopoly of purchase and^ export or 
from the effect of increased food production in the shape 
of a decline of price to unremunerative levels. It was 
clearly stated that the Government control of export of 
foodgrains did not mean that they would use their position 
to force down prices to the lowest possible level. The 
cultivator was also assured that, if during the war and one 
year thereafter the prices of foodgrains tended to fall below 
a level which would give a reasonable return to the culti- 
vators, the Government of India would be^ prepared to 
intervene and buy at fair prices all foodgrains offered to 
them in the open market. The Government also recommen- 
ded the introduction of food rationing in big urban areas 
in order to prevent such places from becoming an almost 
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bottomless pit for foodgrains and also in order to check 
excessive demand. z- t j- » £ 3 

The next landmark in the Government of India s food 
policy was the publication of a report of the Foodgrains 
Policy Committee, popularly known as the Gregory Commi- 
ttee, for the consideration of which the Fourth All India Food 
Conference met on October 13, 1943. Sir J. P. Srivastava, 
the then Food Member, made in that Conference three 
announcements of policy in accordance with the recommen- 
dations of the Gregory Committee. The first was that 
the Government accepted the recommendation that India 
must cease to be a net exporter of foodgrains. This 
measure was necessary in view of the position of over-all 
shortage of foodgrains in India. The second was that 
the Government would make every effort to secure suffi- 
cient imports of foodgrains from abroad for the purpose 
of making good India’s accumulated deficit of li million 
tons as well as for the purpose of building up a Central 
Foodgrains ' Reserve of 500,0CX) tons. This central reserve, 
it may be noted, was to be utilised for the purpose of 
meeting any local deficits occurring in any part of India. 
The third point was the declaration that the Government 
wanted to associate public opinion with the work of the 
Food Department. Thus, it was proposed to set up at 
^e centre, in an advisory capacity, a body representative 
of all important elements. The Government also accepted 
the recommendations of the Gregory Committee regarding 
the introduction of rationing in all important urban areas 
as well as the suggestions offered by the Committee for 
proceeding in a more business-like fashion with the revised 
basic plan. The question of price control was raised for 
discussion on the third day’s meeting of' the Fourth All 
India Food Conference. With the exception of the Punjab, 
the representatives of all the different Provincial Govern- 
ments unanimously favoured the institution of statutory 
price control in respect of foodgrains in accordance with 
the recommendation of the Gregory Cdmmittee. Sir 
Ramaswamy Mudaliar, who presided over this Conference, 
while accepting the recommendation of the Ck>nference that 
statutory price control was to be instituted for all major 
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io'b’dgrainl^ ili ill p'rovlilceS iiid tftat i Similar control was tobi 
imposed in respece of an increasing numbil: of ndn-agribtil- 
Ural comtnodities which were necessary to the cultivaLtor, 
however, expressed the opinion that, in the then prevailing 
conditions, all-India statutory prices for all foodgrains weri 
kn impossibility. The Goverhmeht considered that this would 
becotne possible “by building up price control first on a 
provincial ba^is, then on a regional basis* and as efficient 
distribution arrarigemfnf^ Supported by import from abroad 
enabled the Govefnm'ent to regain control of all stocks of 
Sufficient stocks to influence the markets”.’^ Pending the 
Enforcement of statutory control of prices throughout India, 
Siich Provinces as desired to enforce statutory control of 
ceiling prices would be permitted to do so. Special forms of 
price Control designed by a descending scale to reduce 
prices, such as were theii prevalent in certain provinces, 
might be a necessity in the prevailing emergency condition,, 
but they did not represent the Government of India’s ulti- 
mate Conteptidn of statutory price control Which W^s k 
price fixed for a crop throughout a particular crop season. 
It Was also declared that prices were to be fixed on the 
basis of a fair return to the cultivator. The Government 
also agreed that statutory prices for foodgrains must be 
fixea With due regard to variations in bther commodity 
prices., Ag^ih, since the function of th^ centre W^s tO 
c5-ordiriate statutory prices throughout India with a View 
to the building up of an all-India price control statutory 
prices . could not be iixkd without the ednseht df the 
Central Government, arid thE centre, moreover, would 
have the right to suggest changes in prices* both upward 
arid downward. The Government also accepted the re- 

S nmendation for the settml up of a small Standing PriCcS 
mniittee at the centre to which disputes relating td 
pripe changes Which might arisa between the provinces 
and States and the Central Government might be referred 
for Id judication. „ , . , . , , 

On October 5, 1943, the Goverriment of India wtdte to 
the Provincial Govemirierits that, pendirig enforcement of 
Statutory control . df pticea thrpughout. India, prdviiicea 
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desiridg edfdrMamMi bf siMU clihtrol broreefedii 
Co approval by the Ctotr^l Governments with tteir pribe 
ccintrol measures* The Regional Food Commissi^era. it 
was Statedi could fulfil the functions of the Central Goverh* 
ment and all price contfOl measures Were to be exaihined 
or discussed on a regional basis in close consultation with 
the Regional Food GomrUisSioner. This address was folio* 
wed up by a letter to Governments in the Eastern Region 
smting that the Government of India considered it highly 
desirable that they should in consultation with each other 
arrange that statutory maximum prices fixed for ricC and 
paddy in their areas should be in parity with each other 
by the middle of January 1944 

Ih 1944 statutory price Control was instituted for wheat, 
gram, barley, bajta, jowar and maite on an all-India Basis. 
The statutory maxifnum prices for wheat, bajra and jowar 
were fixed at Rs. 9^0, 7^-0 and Rs. 7/- per maund 
respectively. Nd all-India statutory maximum price web 
fixed for rice^ on aecouiit of different conditions prevailing 
in different riCe-grOwing areas. The Provincial Govern** 
ments themselves, hOwevfer, imposed statutory maximum 
prices for rice, and steadily brought them down. The 
Government of India also set up a price advisory committee 
Consisting of experts Who have been constantly bringing 
the level of prices of different foodgrairis under their 
feviewi 

As result of all these measures the prices of foodgrains 
Were appreciably brought lindet Control in 1944 and 1945. 
Provincial dispatities in prices were progressively lessened 
as, thanks to the progressive improvement Of the procure- 
ment and the distribution arrangements, it became much 
more easy to transfer foodgrains frOm surplus to deficit 
areas thati it ever had beki hi 1943. In Order to facilitate 
transport, a Movement Directorate was set up Within tha 
War Transport Departmeiiti Lack Of storage facility 
oft^ acted as i sCrious impedifnfent to the movement of 
foodgrains. Accordingly* a Storage Directorate was set 
up at the c^tre entrusted With the task of providing 
iMia wiA first-claSS gO-doWnss The intratisigence oi 
diffeteht Provincial GovetniHehtS which WeIs largely res* 
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pdnsible for the failure of the earlier basic plans was 
also overcome as the -result of a very strong attitude dis- 
played by the Central Government under the leadership 
of I/)rd Wavell. It was openly declared that food was 
an all-India subject and that surplus provinces had no 
right to enjoy their surpluses of foodgrains as long as 
there was any shortage in deficit areas. The Food Depart- 
ment also set up a body of experts for devising ways and 
means for minimising losses due to bad storage and the 
depredation of animals which have been estimated at 
nearly 3.5 million tons per annum. Thus a sincere attempt 
had been made to utilise the available food resources of 
the country to the best possible advantage and to distri- 
bute the over-all shortage evenly between different areas. 

. The problem of price control in Bengal which baffled 
all solution in , 1943 considerably eased down in 1944. 
The major factor responsible for this easing down of the 
situation was the introduction of rationing in foodgrains 
in Greater Calcutta early in 1944 and the undertaking 
by the Central Government to feed Calcutta with 
foodgrains imported from outside Bengal for one year. 
We have already seen that the key to the problem of price 
control in Bengal lay in breaking the Calcutta market. 
With the introduction of rationing, the market in rice in 
Calcutta was literally destroyed, and since the Central 
Government undertook to supply all the fond requirements 
of Greater Calcutta there was a notable fall in the demand 
for Bengal rice. This factor, in conjunction with a bumper 
harvest in 1944, made the task of the price controlling 
authorities in Bengal infinitely easier. 

The maximum wholesale prices of rice and paddy have 
been changed from time to time by the Bengal Government 
under the Bengal Foodgrains Price Control Order 1943. 
The maximum prices have also varied from district to district 
according to their different supply position. The maximum 
prices have also varied for traders, rice mills and agricul- 
turists. Towards the close of 1945,- the actual price at 
which transaction took place was often much below the 
statutory maximum price. In November 1945, for example, 
the level of wholesale prices of rice once came down to 


ETotCTION OF PEICE-COli'tEOL 


4|: 


as low a figure as Rs. 7/- per maund in a deficit distnct 
like Gbmilla, to Rs. 10/- to Rs. 12/- per maund in the 
heavily deficit district of Chittagong, while in Dacca and 
Barisal, it stood at Rs. 9-8-0 and Rs. 10-8-0 per maund 
respectively. This drastic decline in price which was 
responsible for a clamour for the fixation of a minimum 
price was due not only to a bumper harvest but also to 
the Government’s policy of monopoly procurement. Cordons 
have been drawn round different districts and in each 
district , a single agent is appointed for^ the purpose of 
purchasing rice and paddy. 'Thus, restriction of movement, 
taken in conjunction with the elimination of competitive 
buying, has helped much to bring down prices from the 
giddy heights reached in the famine year 1943. 

While 1944 and 1945 witnessed a more or less success- 
ful grappling with the all-important problem of price con- 
trol in respect of foodgrains, the outlook in the present 
year is distinctly gloomy. India to-day is faced with an 
over-all food shortage which, it has been officially stated, 
is 10 times more serious than the deficit which India faced 
in 1943. The shadow of a famine, which is nature-made 
rather than man-made (since there has been a serious failure 
of harvests in Soutia India due to lack of rains and oliicr 
natural calamities ) is^ already causing the price of food- 
grains to shoot up like rockets in the deficit areas. It is 
difficult to think how the Government will succeed in 
stopping this spiral movement of food prices unless it 
succeeds in importing adequate quantities of foodgrains 
to fill up India's deficit, a difficult task in view of the 
over-all world shortage of foodgrains and the not very 
sympatetk attitude of The United Nations Food Board 
at Washington. After all, it must be remembered that 
successful price control depends upon the possibility of 
maintaining some sort of equilibrium between supply and 
demand. No amount of juggle:^ can make price control 
effective in a market in which that equilibrium has 
been rudely disturbed and cannot be restored due to 
lack of supplies. "The Government, no doubt, is trying 
ite utmost to minimise the gap both by a policy of exten- 
tion of rationing to wider areas including the smaller .towns 
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and even ruM areas in deficit distriqts as well as bs 
reducing drastically the . ration seal? but all these are 
mere palliatives and can hardly influence a market 
suffering from a very big gap betwep supply and demand. 

At the present moment, the price of riqe is much 
higher than the controlled price in many districts in 
Bengal, particulary in East Bengal where the Aus crop, 
has been a failure. Huge black markets have come into 
existence. The Government of Bengal is unable to 
cope with the situation because it does not possess 
sufficient stocks both for the. purpose of fulfilling its 
rationing obligations and for feeding deficit pockets in 
deficit areas which offers the best remedy against black 
markets. This sudden rise in the price. °f rice is due to a 
variety of factors ; 

(1) Qver-all shortage in Bengal, officially estimated 
at 7,50,000 tons (though trade estimate puts it at, at least, 1 
million tons) ; 

(2) Public knowledge pf over-all all-India and global 
deficit (which precludes aU hope of securing imports from 
outside in order to make good the local defipt) ; 

(3) Speculative and panicky hoarding rendred 
possible by the Governm^fs lack of effective control 
over the entire provincial supply (the Government has 
hardly succeeded in securing some l/7th tq l/8th of the 
estimated marketable surplus in the Province) ; 

(4) Corruption among Government officers w|?q 
often wink at black markets qr coniiive at inter-distnet 
movements of food grains in contravention of existing 
cordon regulations. 

Official spokesmen qf the Bengal Government are no, 
doubt displaying a good deal of optimism. They point 
to certain favourable factors compared to 1943, nainefy 
the eristence of an eifioient proourenxent apd distri; 
bution machinery, of a Government stock of 35,O,00Q 
tons which is available for meeting local shortages and 
to the smallness of the oyer-gli Provincial deficit which 
inay be over-eome by eepnoipias ip eop^umptiop, 

but these 'assnrancfs are atf very' cdpvipcjhg 19 
persons who received siffldsf %|§map<3es« jp 194^? 
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Before concluding this chapter a few general remarks 
may be made regarding the various experiments wi^ 
price control in respect of food-grains which have 
just described. The first thing to note is the absolute 
failure of all initial efforts which took the form of 
setting up price ceilings. In the first place, the Govern- 
ment simply declared a statutory maximum price with 
the hope that the market price would automatically 
conform to the official fixed price. But this hope was 
never fulfilled. The only outcome of the declaration of 
a statutory ceiling price, unsupported by measures ai- 
med at controlling supply and demand, was a 
complete disappearance of the entire stock into the 
black market which caused not a little sufferings and 
inconvenience to the ordinary public. The Government 
took a painfully long time to discover the simple truth 
that in a period of acute over-all shortage and of 
general uncertainty, price control could hardly become 
effective unless there was an absolute control ovef 
supplies as well as control over demand. None of these two 
essential pre-requisites to price control, however, could be 
easily fulfilled in a vast sub-continent like India with my- 
riads of scattered dealers and with a very vast consuming 
public, some of whom had, for the first time, sufficient 
purchasing power to consume as much as they liked. 
The task of price control was also rendered extremely 
difficult by the lack of popular support for the Govern- 
ment and by the hostile attitude adopted by the trading 
community and. not the least, by the utter 
corruption which prevailed in the Departments 
of Civil Supplies. The enterprise of price, control 
became virtually a battle of wits between a not very 
efficient and a not very honest bureaucratic administration 
and a very clever business community' . bent upon inven- 
ting devious means for circumventing Governmental control 
measures. Thus the conditions which accounted for the 
successful operation of price control in the U.K., — namely, the 
existence of an administration broad-based on public support, 
the prevalence of the spirit of a close co-operation between 
the administration and the business community, and the 
4 
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intimate association of the general public with the Food 
Administration, — were largely conspicuous by their absence 
in India, Moreover, experience has proved that price 
control is more easily administered if the number of 
dealers is small rather than large, and if the commodity, 
the price of which is sought to be controlled, is largely 
derived from imports from outside. In India, ^ the 
Government had to deal with a bewildering multiplicity 
of dealers as well as with commodities which are 
largely produced at home. Complaints have also been 
voiced to the effect that the so-called controlled maximum 
price has been almost thrice as high as the pre-war 
price. This complaint, however, does not seem to be 
justified. There is a strict limit to the extent to which 
prices of foodgrains could be legitimately reduced in a 
period of general all-round inflation. It would be 
manifestly unfair to the cultivators to bring down 
agricultural prices disproportionately without being able 
to bring about a corresponding reducrion in the prices 
of commodities which the ryot has to purchase, either 
for purposes of cultivation or for his own needs.'^'’ 
Another consideration which set a limit to the extent 
to which agricultural prices could be reduced was the urgent 
necessity of providing an incentive to the producers. The 
Government had to aim at some sort of compromise between 
the interests of consumers and those of producers 
in the fixation of statutory maximum prices. The pre- 
valence of different conditions in different areas was also 
responsible for the lack of an all -India statutory price for 
a primary food commodity like rice. 

Complaints have also been made that in pursuit Of 
the policy of monopoly procurement purchasing agents 
appointed by the Government often exploited the help- 
lessness of the ryot and purchased foodgrains from him 
at very low prices. This complaint became all the more 
loud when it was found that the controlled retail price 
at which people in the rationed areas got their supplies 
of foodgrains continued to rule high even though the 

* Vide the Bpeech of Six J, P Srivastava 'in ' Legislative' ' Assembly 
Debates (official Report) 28th Feb, 1945. 
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price at which the Government made its purchases 
became steadily lower. These charges of profiteering at 
the expense of both the ryot and the consumer have 
been frequently hurled against the Government. The 
official explanation* for this discrepancy between the 
selling price and the purchase price is that the Govern- 
ment charges a ‘pool’ price which is necessarily 
based on the average of all purchase prices. This 
explanation, however, can only be partially correct since 
it may be presumed that the Governmental retail selling 
price also covers losses due to wastage of foodgrains, the 
extent of which must have been considerable even though 
no official statistics are available. 


* Vide the Proceedings of the Bengal Legislative AsseniWy 
(Budget Section) 1944. 


CHAPTER III. 


PRICE CONTROL MEASURES IN RESPECT OF 
COMMODITIES IN GENERAL. 

In the previous Chapter we traced the evolution of 
price control in India with special reference to the 
prices of the principal foodgrains. It was not food price 
alone, however, which soared up to giddy heights and 
thus caused untold hardships to the ordinary consumers. 
The inflationary spiral in which the entire Indian 
economy was caught since the second half of 1942 
affected powerfully, though not in equal proportions, 
the prices of all sorts of commodities, particularly those 
which were in great military demand. The Calcutta 
Index Number for all commodities which stood at 250 in 
January 1943 (base : July 1940=100) rose to 315 in May 1943. 
The General Index Number of wholesale prices (compiled by 
the office of the Economic Adviser to the Government of 
India ; (base : week-ended August 19, 1939=100) which 
stood at 101.1 for the week ended September 2, 1939 
rose to 240.9 during the week ended July 31, 1943. The 
prices of many essential daily necessaries of life often 
shot up to five or six times their pre-war levels. The 
need was accordingly felt for holding such rises in 
prices under leash as well as for bringing them down 
as far as possible in the interest of the ordinary 
consumer whose income did not rise in proportion to 
the general rise in prices. In order to carry out this 
essential task, a new Department of Civil Supplies and 


PJRICE-COKTEOIi OP COKMOBITTES 


53 


Industries was created by the Central Government early 
in 1943, though the task of price control was shared, 
to a greater or less extent, by other Departments as well. 
The first big task which engaged the attention of this 
new Department was the cloth crisis which was now 
just beginning to raise its ugly head, but the Depart- 
ment of Civil Supplies had also to grapple with the 
problem of price control in respect of quite a large 
variety of other essential commodities as well. It is 
hardly possible for us to deal in detail with all the 
bewildering variety of control measures which have 
been passed from time to time by the Government of 
India under the Defence of India Rules. Our present 
study, therefore, will confine itself to an analysis of 
the control measures applied to some representative 
essential goods only. 

Cloth:— Next to food, cloth caused and is still 
causing the greatest anxiety to the Indian public. Cloth 
prices began to soar from 1942 onwards, and by 1943 
they were so very high that they were practically beyond 
the reach of the poor and middle-class consumers. 
Accordingly, the necessity was felt for controlling cloth 
prices. The principal basis of cloth control in India 
has been provided by the Cotton Cloth and Yarn 
(Control) Order 1943. The order is a comprehensive 
one covering the constitution of a controlling body 
known as the Textile Commissioner for India, and the 
steps to be taken for the purpose of bringing out the 
hoarded cloth in India and also for ensuring an orderly 
and regular flow of cloth M consumers all over 
India. 
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■ Under this Order, a Textile Control Board consisting 
of 25 members, representing the interests of the Industry 
labour and consumers, has been created, The Textile 
Board has formed a Committee from among its members 
which is to deal exclusively with technical matters, and 
in particular, with matters relating to the fixation of 
prices, increase in production, standardisation and rationa- 
lisation. The members, are exclusively recruited from 
the representatives of the textile industry. A Committee of 
the Board may, by resolution, form, from among its 
members, a standing Sub-Committee to exercise on its 
behalf such of its functions as may be specified in the 
resolution. The members of such a standing Sub-Commi- 
ttee or Standing Committee may tender advice, through 
the Textile Commssioner, to the Central Government 
on matters connected with the purposes of the Order. 
If, however, the Textile Commissioner is unable to 
recommend to the Central Government to accept the 
advice so tendered, he shall refer the matter back to 
the Committee or Sub-Committee, as the case may be, 
for further consideration. If, after such reference, the 
Textile Commissioner is still unable to recommend to 
the Central Government to accept any advice so tendered 
by the Board or any Committee or any standing Sub- 
Committee, he may refer the question to the decision 
of the Central Government. The Textile Commissioner 
may also refer any matter, on which he desires advice, 
to the Chairman of the Board who shall refer the 
same to the Board or to the appropriate Committee or 
standing Sub-Committee. In such cases, too, in , the 
event of any disagreement between the Textile Commi- 
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ssioner and the Board, the whole matter is to be referred 
to the Central Government for decision. 

So much about the composition of the Textile Control Board. 

The very first act of the Government in the direction 
of an effective price control in respect of cloth was to 
adopt measures for unearthing all the existing stocks of 
cloth and yam in the hands of dealers and manufacturers 
who were required to declare their stocks of yarn and cloth 
held as ort 31st. July 1943, by 15th August 1943. It was 
further laid down that, 

(1) No cloth or yarn manufactured before 1st August 
1943 shall remain in full bales after 31st August 1943 ; 

(2) All such cloth and yarn shall, be finally dis- 
posed of by retail sale not later than 31st October 
1943 (this time-limit was subsequently extended to 3lst. 
December 1943) with the object of ensuring that future 
manufactures do not go into hoards but freely move 
into consumption ; 

(3) It was further laid down that after 31st July 
1943 all cloth and yarn produced by a manufacturer 
shall be marked by him with the date of packing in 
the manner specified by the Government ; 

(4) All cloth and yam so marked shall be finally 
disposed of by retail sales within six months of the 
date of packing ; and 

(5) No manufacturer can at aSy time hold stocks 
of cloth which exceed - the total quantity manufactured 
by him during the preceding three ^months. 

The above measures succeeded in bringing down 
wholesale i>rices of cloth to some extent. 

At first, it was hoped that the prices of cloth would 
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automatically come down as a result of the application 
of the above provisions relating to hoarding and unear- 
thing of all hoarded stocks. But this hope was nOt 
fulfilled. It was then realised that profiteering could be 
checked only if ceiling prices were fixed and stamped 
on cloth and yam in order to check evasion by dealers, 
but this policy was carried oat in two stages. In the first 
stage theTextile Commissioner set up ceiling prices — ex-mill 
as well as retail — for 12 standard varieties of cloth, and 
four varieties of yarn, and dealers were asked to sell 
their stocks of cloth of other varieties on this basis. 
This was done in August 1943 As the results, however, 
were not quite satisfactory, it was decided to fix the prices 
of all varieties of cloth and yam. This was, indeed, a 
colossal task, as it involved the fixing of ex-mill and retail 
selling price! for more than 3000 varieties. But this task 
was also done and an Order was passed by the Texile 
Commissioner which made it compulsory on the part of 
every mill-owner not to release any cloth or yarn without 
putting the date and price markings on it. 

Another device which was simultaneously adopted 
was the launching of the “standard cloth” scheme 
on the lines of the British utility cloth programme. 
Standard cloth was produced in 66 types of shirtings, 
dhoties, and sarees. It was sold at a uniform price 
all over India. Since the cloth was produced under 
controlled conditions, its manufacturing costs could be 
ascertained without much difficulty,. The retail' selling 
prices were arrived at by adding 6j% to its ex-mill 
price. Every province or State received standard cloth 
at Railway centres indicated by it at a uniform price 
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equal to ex-mill price plus 1|%. To this 4i% could be added 
for arriving at the retail selling price. The Govern- 
ment proposed to produce 2000 million yards of standard 
cloth within the first twelve-month period. The standard 
cloth scheme, however, failed to fulfil the hope which 
was driginally placed in it. It appears that the design, 
width and other features calculated to maximise eco- 
nomies in manufacture made the standard cloth much 
too dull and unattractive even for the ordinary consumer. 

The problem of price control in respect to cloth has 
by no means been an easy problemi- The first task 
which the Textile Control Board had to face was to 
find out appropriate levels at which the prices of 
different varieties of cloth might be legitimately fixed. 
Generally speaking, the control price of cloth and yam 
has been arrived at in the following manner : — 

At first, the manufacturing cost of every mill is deter- 
mined. Since there are both efficient and inefficient 
factories, the manufacturing costs have naturally varied 
from factory to factory. In order to give sufficient 
attraction to the marginal producer, the maximum price 
has often been determined with, reference to the cost 
of manufacture of the marginal-producer, r Thus the method 
of bulk-line price-fixing has generally been adopted, though 
the method of difiEereIr^:ial^pH(:^^fixing has also been followed 
in some casefei^diffasEnt maxima ': being laid down for 
different cofton,miIis. 

Siwe tj^., iprice of the finished goods depends upon 
the ^ of the factors of production, the 

I’extlle , Control Board had to devote some attention to 
this aspect of the question as well. Broadly speaking. 
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the main elements of the cost of production of cloth 
are : — ^ 

(1) wages ; (2) price of raw-materials ; and (3) the 
prices of stores, machinery etc. 

So far as the first element was concerned, the 
Government could not take any effective measure for 
preventing a continual upward movement of wages which 
was inevitable in a period of rapidly increasing cost 
of living, but the Government was somewhat more 
successful in freezing the prices of the other two factors 
referred to above. In the first place, the Government 
tried to control speculation in raw cotton. For some 
time, futures trading in cotton was completely prohibited. 
Later on, however, some relaxation was made and forward 
trading in cotton was re-opened subject, however, to 
maximum-minimum regulations. The Government of India 
fixed Rs. 550/- as the statutory ceiling price for cotton 
in terms of the Indian Cotton Contract. This was nece- 
ssary in the interest of price control of cotton manu- 
factures. At the same time, the floor price was fixed 
at Rs. 400/- in the interest of growers. It may be inci- 
dentally noted here that the price of raw cotton slumped 
heavily during the first phase of the war owing to 
the loss of export markets. It rose to giddy heights 
only when the Indian Textile Industry came to be flooded 
with war orders creating an unprecedentedly high demand 
for Indian raw cotton in the home market. The Govern- 
ment also laid down ceiling prices for bobbins and imported 
shuttles in order to keep down the price of essential mill- 
stores. Thus the factor-price-freezing method was combined 
with bulk-line price fixing or differential price fixing. 
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In spite of all the measures referred to above, 
however, the cloth problem remained as acute as even 
The country was faced with a cloth famine of an 
increasing intensity and huge black markets in cloth 
became almost the order of the day everywhere in India, 
and not the least in the main manufacturing centres. We 
have stated elsewhere that price control can hardly 
become effective unless there is a complete* control over 
both supply and demand. In the face of an over-all 
acute shortage in supply, the only way left open was 
the establishment of a universal system of rationing, 
but that was a stupendous task and an almost impossible 
one for the highly understaffed administrative systems 
in India. The other course was to expand produc- 
tion. But here, too, coal, machinery and personnel were 
the limiting factors. No new cotton mills could be started 
for lack of machinery and technical personnel, while 
even the existing mills could not work to their full 
capacity for lack of fuel. It was a particularly dis- 
tressful sight to see cotton mills, like the Dhakeswari 
Cotton Mills of Dacca, standing idle for lack of coal, while 
the country was under the shadow of a forced semi-nudity* 
While periodical shortages of coal were responsible for 
stoppage of work in cotton mills (this coal shortage being 
primarily due to transport difficulties) lack of yam was 
also responsible for the compulsory idleness of innumerable 
cotton weavers throughout India, and in Bengal in parti- 
cular. Thus the hand-loom industry vras not allowed to 
play its legitimate part in fighting the cloth crisis 
because of the Government’s failure to produce and distri® 
bute yam adequately. 
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/ Division ot responsibility between • the Central , and 
the Provincial Governments was also largely, responsible 
for the ineffectiveness of cloth control measures. The 
Textile Commissioner was responsible for the distribution 
of cloth from the mills to the Provinces and States, 
while internal distribution within the Provinces or States 
concerned remained a primary responsibility of the local 
Governments. India has been divided into different 
zones or geographical areas for the purpose of cloth distri- 
bution and it is the duty of the Textile Commissioner to allot 
cloth quotas to different zones and to see that the quotas 
allotted actually reached their respective destinations. The 
quotas fixed for each Province per head are as follows : — ^ 


Name of zone. 

Allocation per head. 

Bombay Surplus Area (including 

W. L States). 

18 

Yards 

Sind Deficit Zone-Sind 

12 

f» 

Baluchistan 

24 

f* 

Punjab Defict Zone (including Delhi) 

18 

tf 

U. P. Deficit Zone 

10 

tf 

Bihar Deficit Zone 

10 

$9 

Bengal Deficit Zone 

10 

»»' 

Bengal 

10 

99 

Assam 

10 

9 9 

Orissa Deficit Zone 

10 

99 

C. P. Deficit Zone 

12 


South Deficit Zone 

10 

99 

Rajputana Deficit Zone 

12 

■ *9 


Provincial quotas were fixed on the basis of pre-w^t 
consumption of cloth in different Province!. It is; of 


* Vide the proceedings of the Indian Legislative Asscmbfir' on 
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course, admitted that reliable statistics regarding pre-war 
consumption are not available. Sir A. Haque claimed to 
have derived his figures from the Fact Finding Commission 
Report which had been appointed by the Government of 
India. According to the findings of that Commission, the 
rate of pre-war consumption of cloth was 30 Yards in 
Bombay and the Punjab, 25 Yards in Sind and 10 to 12 
Yards elsewhere. In the fixation of Provincial quotas, it 
was officially claimed, the main cuts were made in Bombay, 
Sind and the Punjab whose consumption before the war 
was highest, since it was felt that it was much easier for 
Bombay and the Punjab to accept a 40% cut from 30 yards 
than for Bengal to accept any cut at all from 10 yards. 

The allotment of mill-made cloth to different zones 
also took into consideration the local product of both mill- 
made cloth and handloom cloth. The idea was that the per 
head quota was to be made good out of both local production 
and imports from the rest of India. 

Since price control depends upon the adequacy of 
supply, the low quotas allotted to Provinces like Bengal 
were naturally not calculated to ease the Price Controller’s 
job. Thus the failure of price control measures in respect to 
cloth has been largely due to inadequate production of civilian 
clothes, the effect of which has been all the more disastrous 
in view of the increased purchasing power in the hands of the 
masses and the consequent increased demand for finer cloth 
and more cloth. The Bombay Mill-Owners’ Association 
has claimed that Cotton Mills have been making enough 
cloth for essential civil needs. The purpose of this claim 
was to foist the responsibility for the cloth famine on the 
Shoulders of the Government. But this claim can hardlj 
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be sustained. It may be true that India’s Cotton Textile 
Industry produces per year nearly one-fourteenth of the 
total world production of cloth and 13% of the world 
production of yarn. It may also be correct to say that 
the production of cloth by the Textile Industry inclu- 
ding hand-loom production comes to 94% of the pre-war 
cloth supplies in India, but this is not the full story. The 
Indian production of cloth also includes considerable 
quantities of varieties like canvas, newar, tentage cloth, 
bandage cloth, gauge etc., which cannot really be used for 
the purpose of clothing. Moreover, until recently quite a 
large percentage of indigenous cloth production was 
appropriated by the various Defence Services. Thre have 
also been considerable exports of cloth. After deducting, from 
the total production of cloth, supplies to the Army, the 
cltoh exported, and the varieties that cannot be used for 
clothing purposes, the total cloth available for civilian 
consumption, including ha*nd-loom production, came to 12 
yards per capital during 1943-44 as against 15* 8 yards per 
capita before the war. This shows that the total quantity 
of cloth available for civilian consumption is 75% of the 
pre-war consumtpion. Moreover, hand-loom cloth is not 
subject to the Cloth Control Order. Thus the total supply 
of cloth over which the Government had effective control 
has been woefully inadequate. In this connection it may 
however be mentioned that at the present moment the 
supply of civilian cloth is somewhat larger than in previous 
war years on account of an appreciable decline in the cloth 
requirements of the Defence Services as well as reduction 
in the volume of exports. . 

Black marketing in cloth, it has been officially 
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asserted^, is everywhere primarily responsibility of 
the wholesale dealers. There has been very little black 
marketing by the mills, although there has been a consider- 
able amount of it by the retailer. The latter has often been 
forced to resort to the black market because of the high 
prices charged by wholesale dealers who have often taken 
away the entire 20% of profits intended for the entire chain 
of distribution. The retail dealers and the consumers 
were thus left to the mercy of wholesale dealers. In order 
to stop this mischief, the Government allocated the profit 
margin amongst different types of distributors in the 
following manner: — 

3% for the mill distributor, 

8i% for the metropolitan wholesale dealers, and 

8i% for the village retailer. 

The Textile Control Board also recommended a 
complete over-hauling of the system of provincial distri- 
bution for checking black markets. It was suggested that 
the great wholesale centres should be cut out and that the 
provincial and State Governments should nominate, in 
consultation with dealers themselves, dealers who would 
make direct purchase in the producing centres and would be 
responsible for local distribution to the retailers. Since 
the process involves a drastic curtailment of the number 
of distributors and the licensing of provincial dealers, it 
would be possible for the Provincial Government and 
the District Authority to keep an exact check on every 
bale coming into the district. It would also save 
a considerable amount of transport and handling. 
This new policy of internal distribution would, of course. 


Wide the speech of Sir A. Huque in the Indian Legislative Assembly on Hth, Feb. 1945 . 
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result' ia ■ closing some of the normal channels of trade* but 
then the Government* it was stated, was forced to ' take: 
this extreme measure on account of the failure, after 
repeated warnings, of the business community to play the ' 
game in a scheme of controlled economy. 

Following th’e adoption of this new policy of distribution, 
the Government of Bengal appointed four handling agents 
who have been entrusted with the task of distributing cloth 
in Bengal These Handling Agents have been given a 
commission of 2i%. This new scheme of provincial distri- 
bution has been severely criticised in Bengal. The 
appointment of the handling agents, it has been asserted by 
the Marwari Chamber of Commerce has been very unfair 
to commission agents. The commission agents were required 
to dispose of their goods at the rate of 3% over ex^mill prices 
(by quota holders of all outside mills) and at 7% (by impor- 
ters of outside mills). These terms, it has been stated, would 
involve commission agents in heavy losses. 

In spite of all these measures, however, black markets 
in cloth are still reigning outside the rationed areas. Mill- 
made cloth of good quality has almost become a thing of 
cherished memory and even in the rationed areas the cloth 
that is usually supplied on the production of Ration Cards 
is hardly fit for use by the ordinary middle class consumer. 

Price control in respect of cloth alipp embraces 

imported cloth.: It has laid -down importers* 

price of any foreign cloth .j^hall be itsr Janded cost plus: 
10% thereof; The dealersV ^p^ice of any? foreign^ cloth 
shall be the importe^Ti?* price plus 20% thj 2 r;^gf>\ The 
dealers* price for any foreign, yj5i|:a shall h^its importers'^ 
price plus 15% thereof. Tterfemded cost of any foreign " 
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cloth or foreign yam shall be determined or Certified 
by the Controller of the Province of Import in accor- 
dance with the following provisions : — 

The landed cost of any such cloth of yarn shall 
ordinarily represent the cost thereof to the importer, 
namely, the price charged by the expofter in the country 
of origin plus freight, marine and war risk Insurance 
charges and other charges incurred in respect of such 
cloth or yarn upto delivery on transit sheds at the Port 
of entry plus Customs Duty, In case of huge disparity 
in the figure thus arrived at and the ceiling price of 
indigenous manufacture, the Controller may take such 
disparity into account and fix landed cost at Such higher 
or lower figure as may appear to him fair. The Con- 
troller may, if he considers it necessary, consult an 
import price committee which the Provincial Government 
jnay appoint and make such enquiry as he thinks fit in 
order to determine the landed cost. 

In order to ensure that the eonsuMer gets the benefit 
of the control price, clause 12 of the Cloth Cotton and 
Yam Order of 1943 provides that no manufacturer or dealer 
shall sell or offer to sell any cloth or yarn at a price 
higher than the maximum price, that every sale of cloth 
or yam by a dealer except to a consumer shall be at a 
price either f. o,*r. station of despatch or ex-godown of 
storage, at the buyers' option. Section 3 of clause 12 
provides that a dealer shall not buy or sell, except to 
a consumer, cloth or yam at a price, either ex-any 
godown of storage or f, o. r, any station of despatch 
(being a go-down or station within 100 miles of the 
manufacturer s premises ) w ich exceeds by more thap' 
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4% (in case of cloth) and 3% (in case of yam) the 
ex-mill maximum price or ex-mill contract price, which- 
ever is less. Again, every dealer shall exhibit in his 
premises a true copy of each of the Notifications that 
may have been or may hereafter be issued by a Textile 
Commissioner specifying the maximum price at which 
cloth or yarn may be sold. Section 6 provides that no 
manufacturer or dealer shall, without sufficient cause, 
refuse to sell cloth or yarn to any person. It may be 
noted in this connection that with the introduction of 
cloth rationing, either formal or informal, the dealer has 
lost a good deal of his power to sell cloth, except 
against coupons or permits. 

Price control measures in respect of cloth have also 
suffered from limitations imposed on the scope of such 
measures. For example, the Cloth Control Order does 
not apply to hand-made cloth or hand-spun yam or to « 
fents or to any other short piece of cloth exceeding 5 
yards in length. Cloth meant for export is also exempted 
from the ceiling price imposed on cloth meant for 
the internal market. A higher control price has been 
set up in respect of cloth meant for export. This 
factor was responsible for a general tendency on the 
part of cotton mills to divert as much of the local 
production as possible to the export market, a tendency 
which had to be checked both by limiting the total . 
export quota as well as by setting up a higher standard 
for cloth meant for export. 

Successful price control of a commodity in short supply 
depends upon the existence of full control over both supply 
and demand. In the case of cloth that full control could 
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not be exercised because of the inability or unwilling- 
ness to include hand-made cloth within the scope of 
the Cloth Control Order. The supply position could also 
be improved by putting a complete ban on the export 
of cloth at a time when India was passing through a 
cloth famine. Unfortunately, strategic considerations, or 
considerations of Imperial foreign policy as well as 
considerations of the long-term interests of the cotton 
textile industry, apparently stood in the way of declaring 
an embargo on the export of cloth out of India. Very 
recently, the Government of India has also agreed to 
supply some quantities of cloth to Java with a view to 
securing some essential foodgrains by way of exchange. 
It is, however, gratifying to note that the export quota 
in respect of cloth has been reduced from 600 million 
yards to 400 million yards in view of the acute cloth 
. situation in the country. The strain on the cloth position 
has also been somewhat relieved by a considerable 
reduction in the demand of the Army for Indian cloth. 
None the less, the cloth position in the country to-day 
still remains extremely acute except in areas where 
cloth rationing has been put into operation in a formal 
fashion. The ordinary citizen hardly gets any mill-cloth 
except at very long intervals. Even when mill-made 
cloth is available, its quality is generally so low that 
people belonging to the middle-classes almost find it 
impossible to use. Black-marketing in cloth still 
prevails on a very wide scale, though recently, as a 
result of numerous prosecutions and confiscations, some 
checks have been imposed on the impulse to sell cloth 
in the black market. The true solution of the problem 
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would lie in the enforcement of a system of universal 
rationing of cloth which, however, ,, has not been done 
so far. In view of the extreme shortage of superior 
quality cloth, black market in cloth mostly concerned 
these higher qualities. Thus price control in respect 
of cloth has been only a very qualified success. 

SUGAR : The Indian sugar industry was the first 
industry to come under complete State Control during 
this war. In the immediate pre-war period, the price 
of refined sugar was Rs. 11/- per maund. Since 1941 
the price of sugar began to soar, particularly in the 
outlying provinces. Transport difficulty, together with 
increased demand for sugar from the Defence Services 
as well as from some foreign markets, was responsible for 
this rise in price. After the out-break of the Far 
Eastern War and the conquest of Java by the Japanese, 
the strain on Indian sugar mdustry increased enormously. 
India had to supply the sugar requirements not only 
of the home market but also of Afganisthan, Nepal, 
Bhutan, Tibet, Saudi Arabia, Persia, and other countries of 
the Near East, In order to stabilise the price of sugar, the 
Sugar Control Order was passed in April 1942. This Order 
extended to the whole of British India and aimed at control 
over the production, movement, distribution and the 
price of sugar throughout India, irrespective of the 
source of origin. Though India is the largest single 
producer of sugar in the world, factory sugar formed 
only one-fourth of the total sugar produced in the 
country. The rest of the sugar is in the shape of Gur. The 
normal price ratio between sugar and Gur was T. 2. The 
cane-grower, therefore, secured a higher return by selling 
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the cane to the sugar factory rather than by converting it 
into gur. When the price of sugar was fixed in 1942, 
the old relationship between the price of sugar and that of 
Gur was violently disturbed. The Gur prices which were 
left uncontrolled rose in sympathy with the general rise 
in prices, thereby causing a diversion of cane from sugar 
to Gur production* On the other hand, the controlled 
price of sugar was responsible for an increased demand 
for sugar even from the poorer classes who had been 
formerly accustomed to the consumption of Gur. ' Thus 
a sort of double diversion took place : diversion of cane 
from sugar to gur production; and diversion of consumption 
from Gur to sugar. To cope with ^ this difficulty, 
the Central Government passed a Gur Control Order 
with a view to ensuring : — 

(a) an adequate supply of cane to sugar factories ; 

(b) maximum production of Gur and Sugar ; 

(c) Equilibrium between Gur and Sugar ; 

(d) an equitable distribution of Gur in producing 

and consuming areas. f 

Price-control in respect of sugar thus illustrates the 
truth of the proposition that, in the case of related 
goods, price control cannot he effective if it is not com- 
prehensive enough to include all the related commodities. 
There is an inter-relationship of prices between sugar, Gur, 
Sugarcane and other alternative crops. It may he noted in 
this connection that the price of sugarcane was fixed by the 
Governments of U. P. and Bihar, the two most important 
sugar producing areas in India, even before the war. With 
the general rise in prices of agricultural crops there was 
naturally a temptation on the part, of the cane grower to. 
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divert some of the cane lands to the production of 
other more lucrative crops the prices of which were 
left un-controlled or were fixed at higher levels. Thus 
the production of sugar suffered from the lack of adequate 
supplies of cane. Accordingly, it was necessary to make 
an upward revision of the price of sugarcane in order 
to maintain parity between sugarcane prices and the prices 
of alternative crops. This upgrading of cane price nece- 
ssitated an upward revision of the price of manufactured 
sugar as well. It is for this reason that the controlled 
price of sugar is nearly 50% higher than its pre-war price. 

The Sugar Control Order is generally claimed to 
be a great success. Under this Order, the entire 
out-put of sugar factories came under the strictest 
possible State control. There was no loophole for the 
factories to sell sugar in the black market. Enormous 
black markets, however, flourished for sometime on acc- 
ount of highly defective distributing arrangements. 
With the introduction of sugar rationing, the scope of 
black marketing in sugar was considerably reduced, at 
least in the rationed areas, though black markets still 
exist on account of the very low scale of sugar ration. 

We have already seen that control had to be 
imposed in order ^to make sugar control effective. Under 
the Gur Control Order 1943, the maximum price of Gur 
in different areas and for different grades of Gur may 
be fixed by the Gur Controller for India by notification 
in the official Gazette. Free movement of Gur has also 
been suspended. The passing of the Gur Control Order 
• had a very sobering effect on the price of Gur in different 
provinces and districts. 
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COAL: — Like the prices of other essential commo- 
dities, coal prices also shot up to meteoric heights 
during the war. Inadequate production, increased demand, 
mal-distribution due to transport difficulty, and profi- 
teering on the part of dealers,— -these are the principal 
causes of high coal prices. In order to cope with the 
situation, the Colliery Control Order 1944 was passed. 
Under this Order, a Coal Control • Board was created 
representing the Colliery interests, consumers, trade and 
the Government. Clause 4, Section 1, of the Colliery Control 
Order empowers the Central Government to fix the price 
at which coal may be sold by colliery owners. Different 
prices may be fixed for different grades of coal and coke 
and for different localities. Thus the method of differential 
price fixing has been adopted. The middle-man's commi- 
ssion has also been fixed in order to make price control 
effective ; the Central Government has assumed complete 
control over the distribution of coal. Special arrangements 
have been made for giving Railway priorities to coal. 
In order to effect some economy in the use of coal, 
in view of the over-all coal shortage, some sort of coal 
rationing has been evolved for fixing up the quota of 
coal for different industries. An informal tsrpe of coal 
rationing has also been introduced in many places for 
the ordinary consumers. 

Besides direct methods of price fixation, the 
Government also adopted various indirect measures for 
influencing the price of coal. In order to stimulate the 
maximum production of coal, the Government removed the 
old restrictions on the employment of women under-ground 
in coal mines and thereby violated India’s obligations 
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under the Inter-national convention in respect of the 
employment of -women underground. The colliery industry 
was also given a special inducement in the shape of a grant 
of bonus, free from E. P. T., for the production of coal in 
excess of the target figure fixed for different coal mines. 
The foodgrains ration of the coal mine worker was also 
liberally increased in order to induce a sufficient flow of 
labourers in coal mines. Special welfare arrangements for 
the Coal mine worker were also made with the same 
object in view. One of the principal causes of the 
shortage of colliery labour (which was also largely 
responsible for the reduced out-put of coal mines) was 
the superior attraction of work in military factories as 
well as in Agricultural employment. The Government 
was thus forced to take measures for improving the 
amenities of life of coal mine workers. As the enforce- 
ment of these measures involves higher costs of produc- 
tion of coal, the price of coal is necessarily somewhat higher 
than the prewar price. 

Consumer Goods : While specific control orders were 
passed in respect of food, cloth, sugar, coal, paper etc., 
the Government of India also felt the need for passing 
a general control order for regulating the price of a 
very wide variety of ordinary consumer goods. The 
inflationary spiral which developed from the second half 
of 1942 was responsible for a very steep rise of the price 
of ordinary consumer goods constituting the bare necc-‘ 
ssaries of life. In order to deal with this situation, the 
Hoarding and Profiteering Prevention Ordinance was 
jfassed in 1943. This Ordinance provides for a general 
control over idl articles in respect of which no specific 


PKlCE«CON1?R6t 00 CdMMODITlBS 


Tt 


controi orders had been passed; This t)rdinahce prohibits 
the producer; the dealer and the consumer to possess 
more than a limited stohk of specified items of consumer 
goods; Thus hoardings which was a potent Cause . oi the 
steep rise iii prices of such commodities; has been sought 
to be cheeked under the threat of severe penalties td be 
meted dut for non-compliance; In regard to prices^ the 
Ordinance generally lays clown that nothing is to be sold 
at a pride el<;eeciing 20% above the landed cost or the 
cost of production, as the case may be^ of the commodity 
in question, subject to what is allowed by normal trade 
practices* To carry dut the provisions of the Ordinance 
as well as to ensure uniformity of acition in all Provinces, 
a suitable organisation v^ith a Controller nGcneral of 
Civil Supplies as its head has been set up* A number 
of Advisory dr Consultative Committees, representing 
consumers* and traders* interests, has also been set up 
to advise the Controller, A Central Consumers* 
Council has also been created for advising the Govern- 
ment in matters of special consumer's interests. 

The Hoarding and Profiteering Prevention Ordinance 
is an omnibus Control Order which seeks to control 
the price of practically every consumer good from a 
pin to a motor-car* The sdope of this Ordinance can 
well be gauged from the following extracts of a few of 
the numerous notifications whidh have been issued from 
time to time. A notifidation issued on December 4, 1943, 
specified the following articles as Coming within the 
purview of the Ordinance in respect of limitation ' on 
quantities which can be possessed by any one : “Cigarettes ; 
foodstuffs, other than food grains* (including tinned 
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provisions ; bottled and infant foods) cooking fats; Gheej 
Vegetable Ghee; Vegetable Oils I (groundnut and coeoanut 
and otherwise) ; spices ; chillies ; tamarind, salt, tea* 
tobacCo, wines, s|iirits and potato; liquors'*. Under a 
separate notification issued on November 27, 1943, all 
importers of a large variety of specified goods were 
required to give information to the Government regard- 
ing quantity expected to arrive during next six months !; 
names of wholesalers and retailers to whom the articles 
imported have been sold, landed cost^ profit margin 
before the war in 1939 and profit margin now charged 
or claimed, giving reasons in support in case the 
margin exceeds 7i%. The artides affected by this 
notification -mete : — Bi-cycles, cycle parts, fountain pens, 
woollen cloth and garments, cutlery, razor blades, canned 
food-stuffs, Horlicks and other inf ant foods, boor polishes, 
motor spare pirts etc. 

The immediate effect of notifications issued under this 
Ordinance was the complete disappearance from the 
market of the goods concerned. Thus enormous black 
markets in consumer goods were practically created by 
the Ordinance. Thus once more it was proved that 
price control cannot be effective without control 
over supphes. Accordingly, the Government of India 
passed the consumer goods Control of Distribution) 
Order 1944, Under this order, a Controller General of 
Civil Suplies was appointed for contro^ing the distri- 
bution of consumer goods, including both imported goods 
and goods locally manufactured. Importers and manu- 
facturers of scheduled goods were required to give 
intimation of arrivals and production to the Controller 
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General; It was also laid down that distributioti of 
such goods Would take place through approved dealers^ 
A consumers' Council Was also created to advise the 
the Government in all matters ^of price control relating 
to consumer goods* Enc|uiry posts have also been created 
in the important consuming centres for receiving com- 
plaints from the public as well as for supplying all sorts 
of relevant informations 

Under the Hoarding and Profiteering Ordinance it 
was laid down that the maximum retail selling price 
would not exceed the ex-factory price or the landed cost 
by more than 20 %. This„ provision regarding selling 
prices of consumer goods came in for very severe criti- 
cisms from the business community. It was observed 
that uniform percentage of margin might lead to curious 
situations. Different stock-holders df the same commo- 
dity and in the same market, it was observed, might 
have acquired goods at different prices and in different 
periods. If, therefore, individual sa-e prices were to be 
determined by adding 20% to the actual cost of 
acquisition or production, varying selling prices for the 
same commodity and in the same market might easily 
result. Critics also observed that a uniform margin of 
20% does not take into consideration various incidental 
charges or essential elements like publicity expenses 
which are unequally borne by traders in different items 
of consumer goods. Mot'e-over, if there was a chain of 
distributors in a particular line, how was the margin to be 
divided? As a result of these Criticisms, the Controller 
General of Civil Supplies gave the assurance that the 
provision regarding price Regulations would be adminis- 
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tered after close and detailed consultation with all th^ 
felevant interests and after a fair and full examination 
of all the issues involved* “Wherever the normal 
profit was in excess of 20% margin all that the trade 
has to do is to say so, to prove the fact by previous 
record^ and ask for a figure which would in the existing 
circumstances be equivalent to the pre-war profit margin* 
All such cases would be sympathetically considered/' 
But “Whatever the margin of profit agreed to, it 
will operate on the landed cost or cost of production and 
not on the individual cost of acquisition which can 
never be the basis of a controlled price policy",^ To 
adopt any other basis for price fixation was to cut at 
the very root of price control* 

Price control in respect of consumer goods has been 
only a qualified success* The Controller General of Civil 
Supplies in a Radio broabcast on June 13, 1944, claimed 
to have brought about an appreciable reduction in prices 
compared with the peak prices which prevailed before 
the passing of the Ordinance* It was claimed that the 
the average reduction in the prices of cycles and cycle 
parts has been 36%, in fountain pens 53%, in woollen goods 
§4%, in rasior blades 55%, in cartridges 55% and in boot 
polishes 62%. On the whole, it was claimed that as a result 
of this Ordinance there has been a general scaling down 
of the prices of consumer goods. No doubt current prices 
Were still far above the pre-war levels or above the 
increases which have been allowed to take place in countries 
■like the U. K., Australia, Canada or South Africa. The 
delay in startingthis anti-profiteering campaign was adduced 
* Vide Legislative Assembly’s debates on lOtb, March 1945. 
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as one of the reasons for the relatively high level of 
the controlled prices. Besides, it would be futile to 
try to force the prices down too far or too fast until 
the supply position improves and until there is a 
corresponding fall in the cost of living all round. 

It is difficult for us to share the optimism of the 
Controller-General of Civil Supplies regarding the success 
of the Hoarding and Profiteering Prevention Ordinance. 
For the ordinary consumer the only effect of the Ordi- 
nance was that he had to pay black market price if he 
was to secure his supplies of the consumer goods 
concerned. Even where distribution was sought to be 
regulated by some sort of permit system, it was extremely 
difficult to secure a permit except by unfair means, 
unless there was some sort of personal relationship 
between the Permit Officer and the individual concerned. 
Very often these permits could be purchased at some 
mutually agreed price. Thus the only effect of price control 
was to enrich the permit officer at the expense of both the 
consumer and the trader. The only class of consumers 
who apparently derived some benefits from this Ordinance 
was the privileged group of Government Officers who 
were entitled to purchase limited quantities of suCh goods 
from the Civil Grocery Shops which were specially created 
for this purpose. The ordinary non-official or the ordi- 
nary Government employee got very little benefit. Later 
on, however, with some itnprovement in the supply 
position, the Government set up a few “fair price'*' shops in 
metropolitan cities for the specific purpose of distributing 
selected consumer goods among the ordinary public. 
This step, taken in coniunction with a much livelier 
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activity on the part of the Enforcement Brancih and 
some improvement in the supply position following the 
cessation of the war, has eased the situation to some 
extent, but even now black markets are prevalent on a 
very widd scale. 

It is difficult to see what can be done for curbing 
such black markets in view of the impossibility, or at 
least the difficulty, of enforcing some sort of rationing 
system in respect of ordinary consumer goods. The 
ancient conspiracy of buyers with sellers is at work 
to defeat the object of the Price controller^ The Govern-' 
mentis no doubt trying to fight the black market in 
various ways. In the first place, the widest publicity 
is being given with the help of newspapers, radio 
broadcasts etc. to the maximum prices fixed by the 
Government and consiimers are requested not to pay 
any higher price. Secondly, heavy and even deterrent 
punishments have often been meted out to many offenders* 
In a single month 217 cases were instituted under the 
Ordinance in the United Provinces alone, while in Bombay 
35 prosecutions were sanctioned during a similar 
period. The offences were over-charging, refusal to selh 
failure to issue a cash memo, or failure to exhibit price 
lists.. Offenders were either heavily fined or sentenced 
to varying terms of imprisonment. A merchant in Feroze- 
pur was sentenced to six months' rigorous imprisonment 
for selling a piece of leather at double the controlled 
price. A Delhi merchant was fined Rs. 1000/- for quoting 
an excessive price for a gramophone record, and also for 
refusing to sell it when a cash memo was demanded,. 

The Hoarding and Profiteering Prevention Ordinance 
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iias had a vital part to play not only in the Govetriment*s 
endeavour for stabilising the Cost of living Index nurdber 
but also in ensuring the success of pride control in re^pedt 
of food grains. As Sir Agisiul Huque observed, ^*If the 
millions of people are to get food grains at a price within 
their available income, the grower must get his consumer 
goods at a correspondingly cheap price. He Cannot be 
expected to sell grain at a cheap rate, while prices of other 
commodities atd abnormally high/* 

So far we have dealt with the Government's pride 
control measures in respect of clothe sugar, coal and 
Consumer goods in general, but that is by no means the full 
story of the manifold experiments in direct price fixing 
which have have been launched by the Governiiient df 
India or some of the Provincial Governments in the 
all-dut dampaig’n against commodity iriflatidii^ The 
Government tried to control the price of practically 
every conceivable type of finished goods and essential 
raw materials by exercising the wide power given to it 
Under the Defence of India Rules. Thus Specific price 
control measures were instituted for paper, steel, footware, 
drugs, brass utensils, bleaching powder and chidrine, drugs, 41 
starch, jute, wireless sets, machine tools, timber, Vanaspati 
ghee, salt, newspaper, news print and even second- 
hand motor Vehicles. The above list is illustrative 

rather than exhaustive. The general pattern of cbntro-^ 
Ring methods employed was the institution of a strict 
licensing system, the setting up of maximum prices (with 
margins indicated for manufacturers or importers, 
whole-salers, exporters and retailers),' coupled with control 
Over consumption and production^ Direct and indirect 
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methods of price fixation have been employed simul- 
taneously, wherever possible. 

Price control in respect of paper, for instance, which 
took the shape of direct price fixing for different types 
and sizes of paper was sought to be made effective 
through a reduction in civilian paper consumption by 
as much as 70% of the pre-war normal consumption 
standard. This was no doubt a very serious blow to 
publishers, authors and students but apparently there were 
no other means open to the Government if price control 
was to be made effective in a period of acute paper 
shortage. Price control in respect of steel was similarly 
enforced by means of a complete State regimentation of the 
Iron and Steel industry, including scrap metal. The entire 
out-put of the industry was practically requisitioned by the 
State and no private citizen was allowed to purchase the 
smallest quantity of steel product unless he could secure 
a purchase permit from the Steel Controller for 
India. The prices of different qualities and sizes of 
footware were sought to be controlled under the Footware 
Control Order 1944. Since it was impracticable to 
exercise that amount of control over the distribution 
^ of footware which was possible in the case of paper and 
steel, evasion was sought to be prevented by requiring 
that all footware shall have clearly impressed on the 
sole thereof ; — 

(a*) the name of the brand, 

(b) The size, and 

Cc) The maximum retail selling price 

The provisions of this order, however, did not 
apply to 
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(a) Footware imported from outside India, and 

(b) Footware made to specifications. 

The Drugs Control Order was passed in 1943 in 
order to bring down the prices of essential common 
medicines, particularly imported medicines. Under this 
Order, the maximum prices of all essential drugs were 
laid down and dispensing shops were asked to exhibit 
a list of such scheduled prices in a prominent place 

within the shop f the guidance of the consumers. 

Unfortunately, however, ’* order practically remained 
a dead letter, A familiar way in which control regulations 
were evaded was the pretence made by the dispensing 
shops of non-possession or non-availability of the required 
medicine. Besides, it was impossible to enforce price 
control in the cas f prescriptions which suddenly 

came into vogue at the expense of patent medicines. 

Another highly important subject matter of price 
control was house-rent in congested urban areas. In 

most of the cities and big towns of India a serious 

house famine of varying degrees of intensity has developed 
during the last few years on account of the virtual 
cessation of private house-building activity and the * 
growing stream of urban population, both military and 
civilian. The task of controlling house-rents was, how- 
ever, undertaken by different Provincial Governments 
as well as by the Central Government within their 
respective jurisdictions. Under the Bengal Rent Control 
Act 1943, the maximum amount of increase in rent allowed 
was 10% of the rent prevailing in 1941. Thus, in regard 
to house-rent control, the “historical commodity price 
freeze method” was adopted, though with some modifi- 


6 



82 


PRIOB OONTEOL AND KATIONINa IN INDIA 


cation. The Rent Control Act came as a boon to the 
harassed tenants in big cities like Calcutta. The spirit 
of this Act, however, was often largely nullified 
through the practice of charging a high initial Salami 

for all new tenants, by the refusal of the house-owner 
to undertake essential repairs and by other mal-practices. 

So far we have dwelt upon the direct methods of 
price fixing adopted by the Government. Where direct 
price fixing has not been found to be possible, the Govern- 
ment tried to influence prices by various indirect methods. 
The Government of Bengal declared two meatless days 
in the week under the Meat Control Order with a view 
to conserving supplies of fresh meat. The Government 
of Bombay prohibited the use of fresh milk by caterers 
a^-d restaurants in the city of Bombay in order to 
rtxaKe fresh milk available for children and other ‘priority' 
consumers. The Government of India has also made 
special efforts for importing skimmed milk from abroad 
in order to offer a substitute for fresh milk to caterers. 
The Fishery Department of the Government of Bengal 
has triad to increase the supply of fish by supplying 
yarn ( for weaving nets ) to fishermen, by starting fish 
culture on its own account in neglected ponds and 
tanks as well as by making ice available to persons 
interested in the fishing trade. The Government of 
Bengal have also encouraged the “Grow more Vegetable" 
campaign in order to increase the production of fresh 
vegetables. Flower gardens and Tennis grounds in the 
compounds of high ranking Government officers have 
been converted into vegetable gardens with a view to 
setting an^ example to the ordinary citizens. 
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Since one of the most potent causes of the fantastic 
rise in the prices of perishable foods was the uncontro* 
lied purchase of such articles by Military Contractors, 
the Government of India requested all Provincial Govern- 
ment on February 5, 1944, to set up Purchase Co-ordination 
Committees for each Army Command for the purchase 
of perishable foods in a regulated manner. 

The Army also began to grow vegetables and start 
poultry farms on its own account with a view to 
reducing its demand on the market to the greatest possible 
extent. 

The Government of India in its Food Department has 
also tried to give as much fillip as possible to the 
development of a food processing industry in the country 
with the immediate object of meeting the Army's food 
requirements to the maximum extent possible with the 
help of processed food stuffs which would necessarily 
have an indirect beneficial effect on the civilian supplies 
of fresh foods, j chief Technical Adviser wa appointed 
for the special purpose of investigating modern methods 
of food technology. A technical Panel was also created 
for rendering technical advice on the highest level available 
to the nascent food processing industries in the country. 


CHAPTER IV. 


GENERAL REVIEW OF PRICE CONTROL 
EXPERIMENTS IN INDIA- 

In the last two chapters we discussed the specific 
control measures adopted by the Government of India 
for controlling the prices of various essential commodi- 
ties. But the war against inflation in India was not 
fought on the commodity front alone. The Government of 
India, after denying for a long time that inflation had 
at all taken place, suddenly realised that India was in 
the vortex of a potentially galloping type of inflation, and 
from the middle of 1943 embarked upon a vigorous 
anti-inflation campaign and tried to mop off the surplus 
purchasing power created by huge Governmental war 
expenditure. Thus the drive against inflation was pursued 
simultaneously in the monetary and commodity fields. 
Governmental endeavo r, directed towards re-absorbing 
the excess purchasing power created in course of war 
finance, took the shape of increased taxation, both direct 
and indirect, an all-out borrowing programme and other 
novel anti-inflationary devices. Increased taxation took 
the shape of a very steep increase in the rates of sur- 
charge of Income Tax, increased excise duty on sugar, 
the imposition of new excise duties on Vanaspati and 
tobacco ( which was subsequently extended to tea and 
betel-nut), the increased E. P. T. ( which was raised from 
50 to 66.2/3 % ) plus a compulsory deposit of an amount 
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equal to l/5th of the Tax ( subsequently raised to 13 J/3% 
of the total Excess profits ) and increased import duties. 
In order to lessen the tim -interval between the actual 
accrual of the income and the payment of the tax, an 
Ordinance was passed in May 1943 introducing a system 
of summary assessment of E. P. T. which provided for 
the advance collection of revenue. As a result of these 
measures, about 93.1/3rd % of total business income came 
to be immobilised: E. P. T. took away 66.2/3 %, in- 
come Tax and Super-tax between them absorbed another 
13.1/3 %, while another 13.1/3% was taken away through 
the compulsory deposit scheme, leaving only 6.2/3% for 
purposes of private use. The Government also restricted 
the amount of bonuses and commission which would be 
admissible for Income Tax purposes and the amount of 
stock which would be considered reasonable for purpose 
of assessment of tax liability. Hitherto, the distribution 
of bonuses often took place at the expense of the 
Exchequer. This possible big loophole in taxation was 
now covered. Again, manufacturers often held unduly 
large stocks of raw materials which gave them some 
advantage for purposes of computation of tax liability 
by increasing the amount of capital so i vested. This 
hoarding of stocks often caused s ortage and forced up 
the prices of these raw materials and stores. Under 
the new arrangement the encouragement given under 
the old tax system to the process of unnecessary accu- 
mulation of stocks was withdrawn. The Government of 
India also prohibited, under the Defence of India rules, 
the issue of new capital except with the prior consent, 
which was to be given only for essential purposes, of 
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the Central Government. This measure was necessary 
in order to prevent the general scramble for the very 
limited supplies of essential goods and services, including 
not only iron and steel and machines and mill stores 
but also skilled labour, which would inevitably result 
in a general raising of their prices. Other anti-infla- 
tionary measures of the Central Government include the 
imposition of a ban on forward contracts in cotton 
(which was later on partially removed under certain 
conditions), on futures trading in oil-seeds, and option 
dealings in bullion. Speculation in foodgrains was also 
sought to be controlled through the regulation of Bank 
Advances against specified foodgrains. An all-out borrow- 
ing programme was also launched throughout the length 
and breadth of the country. Different types of bonds 
calculated to attract both big and small investors were 
issued and Government officers were directed to exercise 
all their influence for making a success of the Govern- 
ment's loan programme. Appeals were made to the sense 
of loyalty as well as to the self-interest motive of differ- 
ent classes of investors, while some amount of compulsion 
was exercised by local officers for ensuring a success of the 
Government’s various loan programmes. Appeal was even 
made to the investors' gambling instinct through the issue 
of tax-free prize bonds. 

Although the Government tried to combat inflation 
on all fronts, the degree of success actually achieved 
has not been very encouraging. For a painfully long time, 
the only visible effect of price control measures was to 
make the controlled commodity suddenly invisible and 
to create nation-wide black markets. Thus in the first 


REVIEW OE PRICE cdilTEOL EXPERTMEEfTS S'? 

round o£ the contest, the Price Controller was hand- 
somely defeated by his opponent, the trader-profiteer. 
Indeed, the defeat in some cases was so outright and 
complete that even Government Agents were forced to 
pay black market ptices for making urgent military 
purchases. It was not till direct measures of price 
control were supplemented by indirect' measures of 
control over supply and demand that some tangible 
results were obtained. But, even then, the results achieved 
were negative rather than positive. The Government 
succeeded not so much in bringing down prices to 
levels which could be described as being in parity with 
the general level of wages and incomes, but only in 
checking the steep inflationary spiral which was almost 
threatening to overwhelm the entire socio-ecdnomic struc- 
ture of the country. Thus, while Germany, U. K., Australia 
and the U, S. A. more or less succeeded in stabilising 
their respective cost of living index numbers throughout 
the duration, in India even the so-called controlled price 
remained nearly 250 to 300% higher than the pre- 
war levels. If it is further remembered that price 
ceilings were imposed not before the lapse of painfully 
long periods during which there was no price control 
at all and the profiteer was allowed to mulct the 
consumer to his heart's content, and that, ior a long 
period even after their imposition, ‘controlled prices' meant 
for the ordinary consumer little more than mere paper 
regulations, the seriousness, and the gravity of the 
situation can be more easily imagined than described, 
A new poor class comprising the members of the 
erstwhile middle-classes was created almost overnight, 
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whilst the ordinary masses, at least those of them to 
whom the war opened no new opportunities for lucrative 
employment, were just reduced to a sinking condition 
which was so gra,phically symbolised in the tragic 
finale of the great Bengal famine of 1943. 

The question naturally arises : why is it that the 
Government of India failed to stabilise the cost of 
living index number and prices in general, a task which 
was so successfu ly achieved by the other major belligerent 
nations ? It is not enough to say that India recklessly 
resorted to currency inflation as a mode of war finance, 
a method which was eschewed by the other belligerent 
countries. The volume of note circulation expanded 
quite as much in the U. K. as in India and yet Britain 
steered clear of the rock of price inflation. The real 
explanation must, therefore, be sought in other factors of 
the situation. 

To begin with, the Government of India, unlike the 
Governments of the U. K. and Germany, had no ready- 
made plan for price control at the war’s outbreak. It 
is true the Government of India delegated powers of 
price control under the Defence of India Rules to the 
various Provincial Governments almost immediately 
after the outbreak. But there is little evidence to prove 

■ any awareness, on the part of either the Central 
’or the Provincial Gbvemmen of the immense complexity 

of the problem which the subsequent grim turn of events 

■ so eloquently revealed. Apart from the usual complacency 
of the bureaucracy in India, effective price control was 
also rendered difficult by the amazing ignorance of 
business methods -and technicalities in* the ranks of high 
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Oovemment officials. The IhSian civil servant, brouglifc 
up in classical lore and specially trained for the job of 
maintaining law and order in the civil and political 
domain and for the collection 6i revenues, naturally felt 
quite out of depths when ciTcumstances demanded his 
active intervention in the highly complicated economic 
field. The proper exercise of economic controls requires 
a special type of training and experience which was 
largely conspicuous by its absence in India. Thus, for 
quite along time, the approach to the problem of price 
control was academic rather than business-like, with dismal 
failure as the inevitable consequence. 

Ignorance and complacency on the part of the burea- 
ucracy were not, however, the only factors responsible 
for the comparative failure of price control in India. 
Lack of co-’ordination between different administrative 
units (which was vitally necessary in a vast jcountry of 
continental dimensions like India), insdfficient liaison work 
even between different Departments of the same Govern- 
ment, delay due to red-tapism, and, above all, lack of 
an adequate supply of administrative personnel of the 
right type, — all these factors were responsible, in no 
small measure, for the failure of price control measures. 
The Government of India has had to encounter great 
constitutional difficulty in enforcing its price Control 
programme in view of the prevalence of the system of 
Provincial autonomy (with its implication of non-interfer 
ence of the Central Government in Provincial matters) 
and in view of the existence of numerous Native States 
scattered through-out the length and breadth of the country, 
over which the Central Government could exercise only 
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indirect pressure. Thus the uniformity of action which 
was a vital pre*-requisite for the successful operation of 
price control measures, was rendered extremely difficult 
by the existence of a bewildering multiplicity of more 
or iess semi-independent administrative units. Experience 
has proved that price-control measures can be more 
effectively enforced only in a highly integrated and a 
more or less unitary administrative structure^ In India, 
quite a long time was allowed to elapse before the Central 
Government learnt to assert its over-riding authority 
for compelling the different Provincial Governments to 
fall in line with its price control programmes. Prior 
to such assertions of supreme authority by the Govern- 
ment of India (which apparently required the stimulus 
of the great tragedy of the Bengal famine), it was no 
unusual spectacle to see different Provincial Governments 
trying to make profits out of the sale of food grains to their 
less fortunate sister Provinces. Thus narrow Provin- 
cialism for a long time remained a great obstacle to the 
evolution of ah all-India policy of price control, parti- 
cularly in respect of foodgrains. 

The multiplicity of Departments, involved in the 
enforcement of price control measures, amongst which 
there was no provision for close liaison work, was 
also responsible for undue delay in the discharge of the 
vital task of distribution of foodgrains throughout India. 
For example, the Department of Civil Supplies in 
Bengal had to deal with the Food Deparment, the 
Department of Civil Supplies and Industries, as well as the 
War Transport Department of the Government of India 
for fulfilling its general function of procurement and 
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cSistribution. It often happened that the wholii ptograhimd 
of the Provincial Civil Supplies Department w4s 
completely upset by the th^ lack of cC-ordiiiatiofi 
between the three Central Departments referred to 
above which were jointly responsible for enabling the 
Provincial Government to secure its essential requirements. 

• Again, the vital interests of the Consumers ' were often 
sacrificed through endless wrangling and mutual bargaining 
between different Provincial GovernmentSi. For instance* 
the Government of Bengal has had to depend upon 
the Government of the United Provinces for the 
supply of mustard oil in Bengal. In the interests of 
oil mills in Bengal, the Bengal Government was naturally 
interested in securing as much mustard seeds as possible 
from the U. P. The Government of the U, P, was interested, 
for the same reason, in supplying as much mustard oil 

• •■and as little mustard seed as possible to the Govern- 
ment of Bengal. The only outcome of this rathet 
unseemly quarrel between different sister Provinces was 
that the poor consumer in Bengal had to do with-out 
mustard oil for quite a long time. ' Price control, it should 
be remembered, depends upon adequacy of supply which 
was necessarily hampered by such bargaining tactics 
employed by different Provincial Governments. Again 
it often happened that the same commodity was placed 

• under the control of more than one Department of the 
same Government resulting in inefficient control. This 
is amply, illustrated in the case of Sugar and Gur in 

- Bengal, The Department of Civil Supplies in Bengal 
was responsible for the importation and . distribution of 
sugar from outside Bengal upto the limits of the sugar 
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quota iked by the all-India Sugar Controller. But sugaf 
that was produced in Bengal was under the Department 
of Commerce and Industry. The task of price control 
in respect of sugar was necessarily rendered very difficult 
by the absence of proper co-ordination between the two 
Departments of the same , Government exercising a 
divWed sway, over the same commodity. 

Lack of adequate administrative personnel was ano- 
ther factor responsible for the failure of price control 
measures. The permanent administrative staff, both of 
the Central and the Provincial Governments, was barely 
adequate for the pursuit of a laissez-faire economic 
policy. When, therefore, under the sheer pressure of 
events, this laissez-faire policy had to be abandoned in 
favour of an active policy of State intervention (a trans- 
formation which was by no means readily or smoothly 
achieved in view of the early hesitant attitude displayed ^ 
by the alternations of the policy of control, de-control 
and re-^imposition of control in respect of foodgrain 
prices,) the utter inadequacy of the administrative staff 
became^ all too manifest. The Government wais 

thus forced to employ an army of temporary employees 
(with qualifications not always up to the mark), possess- 
ing very little sense of stake in their services and 
very little sense of public responsibility and of official 
dignity. It is no wonder that corruption and bribery, 
for which there were almost unlimited loopholes in the 
new era of economic controls, became rampant among 
the ranks of these new temporary employees, though un- 
fortunately there is also evidence to prove that corruption 
was by no means their sole monopoly. The few convic- 
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tiousof some of the most responsible members of the 
regular administrative staff, which are to be found op 
record, suffice to prove that even Cpeser's wife was no|: 
above suspicion and that the piuch-advertised ethical code 
of some of the members of even the conyenanted servic^ 
in India was not altogether impervious to the allurements 
of the new regime. . 

The lack of full popular support for the administration 
and the lack of spirit of co-operation between the Govern- 
ment and the business community were further compli- 
cating factors in the Ihdian situation. Experience of 
price control in other countries has proved the vital part 
the general public can play in ensuring the success of 
control measures. In India, lack of political support 
for an administration, mainly alien in character, though 
not always so in complexion, made the P|rice Controller's 
task almost a hopeless one. An atmosphere of widespread 
suspicion of all Governmental acts, even if conceived with 
the best of motives, has prevailed, more or less, throughout 
the control regime. An attempt has no doubt been made 
to associate non-officials with the administration of various 
controls, but the right type of non-officials possessing 
a general hold on the public was seldom available for 
joining the various Advisory Councils or Committee?. 

In the administration of controls, the Government of 
India followed the policy of the British Government of 
utilising existing channels of trade as far as possible. 
But the results achieved |n the two countries have been 
widely different. In the IJ. K, collaboration between the 
the Government and the business community existed eyen 
before the war. The British Government, therefore, could 
count upon the good-will of the business community even 
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in cases where, as in the milk trade, 
overhauling of the existing lines of trade was found to 
be necessary. In India, on the other hand, there was, 
to say the least, no such tradition of close co-operation 
between the Government and the : Indian business 
community. The alien • character of the a ministration 
has been not a little responsible for the absence of the 
.co-operative spirit between the administration and Indian 
business interests. The typical Indian business-man, 
when he felt the tightening grip of controls, naturally 
showed very little of the spirit of acquiescence and resorted 
to all sorts of questionable methods for circumventing 
such controls. Circumvention was not found to be too 
difficult when the connivance of petty Government 
officers could be purchased by the payment of some 
black money. As a matter of fact, the payment of black 
money became such a universal practice that businessmen 
often included it as a part of their costs with the inevi- 
table result that the normal profit allowed in the com- 
putation of the controlled price could not be secured 
unless some additions to the controlled price were made. 
The hostile attitude of the business community was also 
often roused by the Government's policy of selecting only 
a few Agents out of the ranks of traders or even outside 
their ranks. Thus nepotism, favouritism and corruption 
on the part of some Government officials militated 
against the successful functioning of price control measures. 

Apart from the factors referred to above, the task of 
price control in India was rendered extremely difficult 
by the existence of a very large number of traders and 
producers lying scattered throughout the vast sub-conti- 
nent. Experience of other countries has proved that the 
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Price Controller's job . is rendered comparatively easy 
if he has to deal only with a small number of traders and 
manufacturers. In Great Britain, the success of price 
control measures , was due in no small measure to the 
small and compact size of the country and also to the fact 
that the great bulk of foo stuffs consisted of imports 
over which effective control could be exercised at port 
centres. In India, none of . these conditions has been 
present. Even where control could be enforced at the 
producer's end (a-s in the case of sugar and textiles) it 
was extremely difficult to maintain it at the scattered 
and far-flung distributors' end. Nor has it been possible 
for the Government to exercise an effective control over 
the entire supply and entire demand of commodities 
like foodgrains in a vast country like India. Govern- 
mental control over the supplies of and the demand for 
foodgrains, for instance, has been confined only to a small 
fringe of the market, while wide areas have been left 
practically untouched by any effective measures of control. 
Last but not the least, the Price Controller's job 
was sought to be nullified by the Government's own 
Finance Department which was recklessly creating notes 
against virtually frozen sterling assets in the U. K, The 
Indo-British financial settlement, while it distributed the 
financial burden of the Ear Eastern War more or less 
on a fifty — fifty basis between the British Government and 
the Government of India, was so conceived as to throw 
the real cost of the war almost entirely on Indian shoulders. 
No attempt was ever made to slow down the torrential 
flow of new currency notes which was primarily respon- 
sible for the dangerous inflationary spiral in India. Thus 
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it was a sort of Penelope’s web which the Price Controller 
went on weaiving and the Finance Department went on 
unweaving, almost simultaneouslyi and without break and 
without rest. Ths picture of a cat running after its owti 
tail, that would perhaps be an apt description of the tragic 
drama of the comic endeavour at Governmental price-fixing 
in India. 

Neverthdess, if we are to draw a balanced overfall pic- 
ture, it should not be denied that the Government achieved 
some qualified measure of success in its endeavour which 
was concerned, for obvious reasons, with providing 
palliatives rather than a curative or preventive solution 
(the latter could be achieved only by a reversal of the Indo- 
British financial settlement which had the effect of, 
if indeed it was not primarily designed for, transferring the 
inflationary burden from the British to the Indian 
people). At least, India ultimately fared somewhat 
better than China, the Middle East and some of the 
occupied regions in Souda-East Europe. In 1943 the 
entire Indian economy was moving perilously towards 
the precipice. By adopting vigorous anti-inflationary 
measures, the Government of India at least succeeded in 
staving off a total disaster. The cost of living index 
number was more or less stabilised, though at something 
like 250 to 300% higher than the pre-war level. Since a 
general subsidy on British lines was never seriously 
thought of in India, nothing much better perhaps could be 
achieved in the existing circumstances. It is a pity, how- 
ever, that even this modest degree of success was achieved 
only after, and not before, thei unparallcd disaster of the 
manmade famine of 1943. 


CHAPTER V. 


EYOLUTi'ON OP POOD RATIONINO m INDIA. 

Cliroiioiogically viewed, tile development of food ration- 
ing in India was preceded by the institution of rationing 
in respect of petrol and kerosene. Tlie rationing of food- 
grains was tliouglit of only when signs of food, shortage were 
already looking darkly in the horizon and the prices of the 
major food-grains began to touch new, unprecedented heights. 
The first tentative suggestion for the introduction of food 
rationing in the principal urban areas of India was made by 
the Government of India to the different Provincial Govern- 
ments towards the closing months of 1942. The only Provin- 
cial Government, however, which took prompt measures for 
implementing this suggestion, was the Government of 
Bombay which had the unique credit of introducing formal 
rationing in the city of Bombay in Januaiy, 1943. The suc- 
cess of the Bombay experiment dispelled widespread mis- 
givings about the feasibility of rationing in India and the 
fine example set hy the Government of Bombay was rapidly 
followed by the Native States of Cochin and Travancore and 
several other Provinces and States. By July 1943, rationing 
in foodgrains was in force in Bombay city and suburbs. 
Cochin and Travancore (where rationing extended even to 
rural areas), Bangalore, Indore, Bhopal and Quetta, while 
plans for the introduction of rationing were nearing comple- 
tion in Madras, Karachi, Nagpur, and several towns in the 
¥. P. ' ' 

‘ The foundation for an all-India policy of b>od raiionJng 
was Ih^id down in the Resolution of the Third all-India Food 
Genference and the Report of the Food-grains Policy Com- 
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inittee. The Gregorjr Committee recommended tJie iiitrodno 
tion of rationing in the majox’ food-grains in the principal 
urban areas of India. The experiment was to be made at 
first in towns possessing* a total population of one lakh and 
above, and subsequently gradually extended to towns with 
a population of 50,000 and above and finally to towns with a 
population of 10,000 and above. It was calculated by 
Major- General Wood that in the first stage 58 towns would 
be affected, in the second stage 156 towns and in the third 
stage 990 towns. The annual amount of food-grains required 
to support these rationing schemes would vary from 1| to 
4 million tons of food-grains. Thus a gigantic task of pro- 
curement and distribution, both inter-provincial and inter- 
district, %vas involved in the execution of the rationing 
scheme, which would reduce to utter insignificance similar 
operations under the old Basic Plan. 

The Government of India also imported a British expert 
(Mr. Kirby) whose advice was sought for making rationing 
administration in India as scientific as possible. Mr. Kirby 
in his Report on Rationing submitted to the Government of 
India made the following pertinent observations: ‘‘The 
main object of food rationing is not to reduce consumption 
but to distribute short supplies in an equitable manner. , . 
When supplies are ample, rationing, is necessary for effective 
mobilisation of resources against emergency; but when 
supplies are short and irregular, a closely controlled rationing 
is: even more necessary to ensure a fair distribution to 
Mr. Kirby made the following tempoint recommendations 
regarding the essential ingredients of a rationing pro- 
gramme:— 

(1) Comprehensive, efficient card rationing scheme 5s 
to he brought into immediate operation. 

! * (2) The fact that supply condition is not yet satisfac- 

I. t6ry is no reason for postponing rationing. The 
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tincertaiiity of supply is additional reason for 
immediate rationing*. Tlie basic ration cani be 
increased as supply will improve. 

(3) Provinces and States should keep to a uniform 
model scheme and alter details to suit local con- 
ditions. The aim should be an equitable distribu- 
tion of %11 essential food supplies and not only of 
coniniodities in short supply^ 

'{4) It is desirable to establish Food Advisory or -Food 
Control Committees throughout the country. The 
co-operation of experienced wholesale grain mer- 
chants should also be enlisted. 

(5) Food rationing should be comprehensive. It is 
necessary to bear in mind probable expansion. 
Food rationing shonld be kept distinct from 
other commodity rationing. 

{G) All food control must have legal sanction, and for 
rationing, the anthorities require powers for 
enumeration, registration and distribution. These 
powers must be rigorously enforced. 

(7) Eationing requires price-control. The price of the 
rationed commodity must be low enough for lower 
income brackets. 

(8) A very high standard of integrity, skill and 
energy in the staff is necessary. In matters 
affecting the people’s food the tempo of adminis- 
tration must be quick, imagination alert, and 
directions and control thorough. 

(9) Moderate ‘buffer’ vstocks must be maintained and 
‘turned’ over to avert deterioratioii. 

(10) Help and goodwill of the Press is to be secured. 

, ’ The Government of India in a circular letter addressed 
to the different Provincial Governments recommending the 
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introduction of food rationing in tlie major urban areas, 
stressed ilie abo'Ve 10-point i^ationiiig programme . 

Wii'li the formal acceptance by tlie Central troverimient 
of a policy of instituting food rationing in tbe major nrbaii 
areas, a neir impetus was given to tlie rationing programme 
of different administrative nnits in India. Eoriiial ration- 
ing was established in the city of Madras towards the middle- 
of 1943. Calcutta was put on rationing on 31st January,. 
1944. By Febitiary, .1945 food rationing, in some form or 
other, was in force in 516 to'^ras and ’ municipal areas re- 
presenting* a population of nearly 50 millions. At the 
present moment the total rationed population in India, is 
approximately 53 millions distributed over 556 towns as well 
as rural areas liable to scarcity conditions. Of the total 
number of rationed towns 90 have a population of one lakli 
and above with Calcutta at the top. Bombay heads the list 
of provinces in respect of number of towns rationed (125), 
then comes Madras (94) and then the U. P. (42). The Pro- 
vince with the largest popnlation under rationing is Madras 
(10,300,000), followed by Bombay (7,500,000), while the total 
for Travancore is 6, 300, 000. ’I So far as Bengal is concerned, 
over-all food rationing prevails at the i)resent moment only 
in greater Calcutta and the suburban areas, Dacca, Narayan- 
gunj, Comilla, Chittagong,’ Darjeeling, Kalimpong and 
Kurseong, comprising a total x)opulation of 5| millions. 
Plans ai*e also being made for extending rationing to seven 
'other towns as well, e.g., Midnapore, Bankura, Asaiisol, 
Dxirnpur, Kulti, Hirapur and Kharagpur, Bevsides a modi- 
fied form of iniral rationing is in force throughout the Pro- 
vince under which Government stocks of rice are available 
to *A' class families (namely, families which are poor and 

^Information collected from a despatch of the Statesman’s 
Special Representative in New Delhi published in the Statesman 
on February 17, i94fe. 
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pay BO xiiiion rate or immicipal tax). This scheme has been 
recently extended so as to include in special cases class 
families (i.c., families which pay a union rate or municipal 
tax of ui> to Ee. 1/4/- per annum and have no stocks of rice), 
lliis rural rationing system, is on the basis of family j'ution 
cards. 

The tempo of rationing administration has re<^ently 
received a fresh impetus on account of the present acute over- 
all food shortage in India, estimated at seven million tons^ 
brought about by a large-scale failure of harvests in S. India. 
It has been* felt that if this over-all shortage is to 
be evenly distributed among different sections of the Indian 
population, it is necessary to extend the rationing system as 
much and as rapidly as it may be administratively feasible. 
In the surplus areas rationing is necessary in order to ensure 
a minimum supply of vital food-grains to the stricken popu- 
lation. The crux of the problem to-day is the problem of 
supjilies. If all the marketable surplus could be procured 
by the Government, it might, taken in conjunciion with the 
reduced ration scale vhich has been announced uiul enforced 
ioY some time past, go a long way towards overcoming the 
effects of the acute shoitage in food-grains which is causing 
;so much anxiety at the present moment. Unfortunately, not 
nuudi progres>s seems to have been achieved towards the 
establishment of a system of monopoly procurement of all 
inarketable surpluses throughout India. Barring Bombay, 
Madras and the Native States of Travancore, Cochin and 
■Mysore, nowliei’e else in India has any sincere effort been stt 
far made for implementing the reeommendatioiis of the 
Gregory Committee and the l^amine Inquiry Ckunmissiim 
rega.rding the establishment of an ideal procurement system. 
The procurement system at present prevalent in the two 
ksurpliis^ Provinces of the U. P, and the Punjab, for instance, 
leaves much to be desired. The machinery of procurenifmt 
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of even a deficit Province like Beng*al is so very defective 
tliat last year o-ut of a total estiinat*ed marketable 
of nearly 4,500,000 tons not more tbaii 750,000 could be 
secured by tlie Government, The Permanent Settlement is 
no doubt, as tbe Famine Commission lias pointed out, a 
great liandicap since, in the absence of up-to-date larid 
records, it is very difficult to make a correct assessment of tlie 
producer's surplus of some 8,500 villages in Bengal. But rve 
cannot lielp feeling tbat, given a proper sense of urgency^,, 
tlie task of collection of the necessary data should not liave 
been tkouglit to be beyond tbe capacity or resources of a 
Province ivliicli bad to pay vso dearly for its lack of prepared- 
ness only three years ago. 

Tbe results of the above short-comings are to-day writ 
large over tbe face of Bengal. Tbe price of rice has shot uj> 
much beyond tbe controlled maximum price almost every r- 
where outside tbe few rationed areas in Bengal, causing much 
hardships to tbe poor and tbe middle class population* Tbe 
Government is apparently helpless to do anything either by 
way of supplying rationed rice to tbe stricken population cr 
for combating tbe menace of black markets. Tbe stock of 
food-grains under tbe actual control of the Government, 
estimated at some 325,500 tons, is barely adeciuate for ful- 
filling tbe Government’s existing rationing obligations for 
22-25 weeks. So it is extremely unlikely that tbe Govern*^ 
ment will be able to feed tbe numerous deficit x>ockets which 
have cropped ui) almost everywhere in tbe Province, unless 
tbe Government’s stock position is materially iinx)roved for 
wbcb there is very little chance on account of over-all all- 
India and global shortage in food-grains. If we remember 
that tbe total number of rationed population in Bengal is at 
present not more than 54 millions (of which Calcutta alone 
accounts for more than 4 millions), we can easily realise tbe 
mdous predicament in which the rest of BengaTs 65 million 
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population (of wliicli only 20 millions are adequate producers; 
anotlier 20 millions *are inadequate producers while the re-^ 
maining 25 millions do not produce any food crops at all> 
finds itself to-day. - 

If the Bengal situation is causing anxiety, the situation 
in South India is most alarming. An over-all deficit esti- 
mated at 3 million tons by Lord "Wavell and at 7 million tons 
by Sir Akbar Hydari cannot be easily over-come. Two 
courses were left open to the Government. One was to main- 
tain the existing ration scale and hope to receive imports 
for maintaining the ration throughout the year. The other 
alternative was to reduce- the basic cereal ration from 1 Ih. 
per day to 12 ounces with 4 ounces more for the heavy 
manual worker. In this way, the deficit could he spread 
throughout the year and over the whole country. The 
Viceroy, while accepting the second alternative, also strongly 
advocated : 

(a) the widest possible extension of rationing; 

(b) the procurement of all surplus grains all over 
India; and 

(c) the proper distribution of this surplus to areas in 
need- 

lie appealed to the landlord and the cultivator to produce 
as much food as possible, not only food-grains but also vege- 
tables, potatoes, sweet potatoes and the like. He also 
appealed to the well-to-do classes to make a real sacrifice, to 
cut out all extravagant entertaining and to limit their con- 
sumption of bread, flour, cake, biscuit or rice to the absolute 
minimmii. The cereal ration, it was pointed out, is all that 
a man in the scarcity areas or the poor man in towns has 
to eat, while the rich have many alternatives or additions in 
the shape of meat, fish, vegetables, fruits and so on. 

Tollowing the Viceroy’s lead, the ration scale has been 
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reduced all over tiie camitxy te a uniform level of 12- ounces 
per adult per day witli',, a ■ '■supplementary allowance of 
4 ounces for tlie heavy manual worker. Other economy 
measures enforced or contemplated include : 

(1) enforcement of a proper austerity standard of con- 
sumption in restaurants and clubs, 

(2) reduction in tlie Army ration scale which is to be 
brought to a level of parity with the civilian 
ration for heavy inanuah workers ; and 

(3) the setting up of a fashion among the well-to-do 
classes to dispense with cereal consumption! as 
much as possible. 

While the economy measures referred to above can give 
some amount of breathing space to the harassed Administra- 
tion, no lasting solution seems to be possible unless adequate 
imports are available. The allocation of surplus food-grains 
among different 'deficit’^ countries is at present made by the 
United Nations’ comhinecl Food Board at Washington. The 
Government of India’s case was at first represented before 
this Board by the Agent-General of the Government of India 
in the U. S. A., bnt no concrete results were achieved. The 
problem of feeding hungiy Europe and the hungry peoples 
of Japan and the Far East apparently carried much greater 
weight with the Wuishington Board than the of 

feeding India. The next step taken by the Government of 
India was to send a Food Delegation with Sir Eamaswami 
Mudaliar as Chairman to Washington for a more forceful 
representation of India’s case, but only very meagre results 
were achieved. The next most important development took 
place when Mr. Hoover paid a hurried visit to India on 
behalf of the U. S. A. Government to take a first-hand view 
of the actual situation in India. This visit of Mr. Hoover 
has considerably helped to make the facts of the Indian 
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sitiiatioii better known to the world outside and the x>rosi3ectB 
of receiving imports have definitely brightened up. More- 
over, Java has also offered to give some rice to India in 
■e:x(*haiige for clotli. The Oovernnient of India is also tiying 
to bring some rice from Burma and Siam. India also ex- 
pects to get some wheat from Australia in the near future. 

The fate of Food rationing in India to-day is bound uj) 
with both internal and ■world factors. Thcne is a global 
shortage of food-grains on account of the large-scale devasta- 
tion brought about by the war both in Europe and the Far 
East. Mr. Hoover has calculated that at least eleven million 
tons of food-gsuins are ininiediately necessary for feeding 
150,000,000 starving population in Europe and Asia to-day 
and that too on the grim and dangerous basis of 1,500 calories 
per clay as compared with the present ration scale of r3,200 
calories for Americans, 2,800 calories for Britons and a 
minimum average subsistence level of 2,200 calories. Mr. 
Hoover is also of the opinion that this entire quantity can 
come from the 17. S. A, (44 per cent.), Canada (20 per cent.), 
U. K. (10 per cent.), Australia (10 per cent.), Argentine 
(6 per cent.), and vSoviet Russia (12 per cent.). While Mr, 
Hoaver''s calculation has been obviously based on his estimate 
of surplus at ])resent existing in the countries mentioned 
above, it may be noted, the supposed surpluses can emerge 
only if internal economy measures are adopted in those 
countries and if a proper procurement machinery is adopted 
in those places. ^ It is gratifying to note that both Britain 
and the U. S. A, have already taken some meawsures for reduc- 
ing their wheat consumption in order to make their contri- 
bution to the solution of the world food problem, though 
Britain has not yet taken any final decision on the question 
of introducing bread rationing. 

It is thus clear that the future of food rationing in India 
is becoming increasingly hound up with world developments 
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OH tlie food froBi. While the oYer-all food ^eholdH■ge ' iii: India 
imderJines the need for the greatest possible extension , of . 
rationing, the possibility of . maintaining even, the , existing/, 
rationing s^^stein hangs perilously on the imcertain pros- 
pects of receiving sufficient imports from without. The Basic- 
Plan ivS no longer adequate for ensuring the success of the 
rationing programme. The ‘One I¥orld’ of Mr, Wilkie has- 
come to be almost prophetically true on the food front at any 
rate. 

So far we have confined our study to the broad historical 
.factors which have affected the evolution of the system of 
food rationing in India. We shall now turn our attention 
to some details regarding the scope, incidence, mechanism 
and general quality of the food rationing administration in 
India. 

Pood rationing in India has mainly taken the shape of 
cereal rationing and is still largely an urban phenomenon. 
Only a few commodities of general mass consumption have- 
been put on a rationed basis, e.g., cereals like wheat, rice- 
and millets, sugar, and in some places mustard oil, salt and 
pulses as well. Thus no attempt has been made to include- 
all kinds of food in a scheme of over-all rationing, as was^ 
done under various Continental rationing schemes. Ouir 
wardly, the Indian system resembles the British system since 
in both of them only a few select Pood commodities have 
been placed on the ration with this fundamental difference, 
of course, that while in the iJ'. K* the entire population has- 
been rationed, in India the rationed population is about one- 
eighth of the total. But even this resemblance is only a sur- 
face phenomenon. Bread, the principal food of mass con- 
sumption in Britain, was kept ration-free in England 
throughout the war. The British rationing system was more 
concerned with nutritive and protective foods than witlh 
foods necessary for bare subsistence. Meat, meat-products,. 
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fatSj sugur, jam, ^g'gs., milk and several kinds of tinned 
foods were tile princii)al commodities included in tlie British, 
system. In India, nutritive and protective foods were left 
practically both uncontrolled and iin-rationed with the in- 
evitable consequence that their prices vsoared to levels which 
put them inueh beyond the reach of the poor and middle class 
consumers. 

Secondly, the Indian rationing system resembles the 
British in that under both systems the method of equal per' 
capita rationing, as distinguished from the Continental 
system of highly differentiated rationing, has been adoptxcd 
(though, of late; some modification has been made in the 
Indian system by gra.uting some extra allowance for heavy 
manual workers along Continental lines). But there was 
a good deal of flexibility in the British system which has 
been practically absent in the Indian system. The British 
system provided, for instance for all sorts of supplementary 
schemes for meeting the special nutritional requirements of 
particular groups of consumers. For example, there is a 
system of communal feeding through industrial Canteens, 
school Canteens and British restaurants for the public, in 
which industrial workers, school children and the general: 
public can take every day one highlj* nutritous meal offered 
at a very subsidised rate outside the dry ration. In India 
tlie idea of starting industrial Canteens for the supply of 
cooked foods to industrial workers has been put forward from 
time to time by the Government of India, but only a few 
industrial centres, such as the Tata’s, can so far boast of 
possessing such Canteens for the labourer. Soliool feeding 
scliemes are practically unknown in India except in some 
missionary or philanthropic Institutions. For the use of 
general public, restaurants and eating houses are, of course, 
there and they (i.e., these restaurants) also get their supplies 
of rationed foods from the Government, but the meal charges 
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.jire absaliitely prohibitive for the man of Inamble iiieaiis* 
Agaiiij ill Britain, special aiTaiigemeiits were made for cater“ 
nig* to tile special needs of the vulnerable sections of tlie 
society siicb as invalids, cliildi*en and mothers. Special ration 
c'lirds were issued to such ‘jiriority’ groups of consumers for 
tile distribution of vital protective foods like milk, eggs, 
fruit juices, cheese etc, which were often reserved exclu- 
sively for their benefit."^ In India, practically nothing has 
been done to safeguard the future health of the nation, and 
children and mothers belonging to the dower’ and hniddle’ 
income brackets have been kept exposed to ^ the full brunt 
of uhir-tiine scarcities and inflation and practically denied 
.all health-giving foods which were monopolised by the Army 
and the fortunate rich minority.'*'"^ 

The results of the aboce glaring discrepancies between 
the Indian and the British systems of war-time food ration- 
ing are vrrit large over the faces of the two countries. Under 
the British system of food administration, the nutritional 
.standard of the British diet has been appreciably improved 
-and the average standard of health of the British people has 
reached a new optimum level which was never attained before 
ihe War, This conclusion is borne out both by the Heiiort 
'Oi the League of Nations on War-time Uood Consumption 
and Rationing as well as by the following quotation from an 
English Weekly: — 

^Vide Food Rationing and Supply 1943/44, League of 
Nations, 1944. 

^^The only notable exception has been provided by 
Bombay (City) which has not only prohibited the use of fresh 
milk by catering establishments but has established a Milk 
Rationing scheme under which children and mothers can get 
half pound of milk per day at a highly subsidised ra.te on the 
production of special Milk Cards (the losses due to subsidy are 
borne by the Government of Bombay and the Bombay Corpo- 
ration on a fifty-fifty basis). d 
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^ ^Before tlie war, we talked about prosperity in 
abundant life- There was more unemx)loymeiit 
than prosperity for the masses throughout the’ 
world and blunder was piled on blunder. Ifow 
that we are planning for scarcity and reducing 
consumption of non-essentials, the people as a 
whole are better fed. There is less poverty and 
nobody goes short.'’ (LiTerpool Echo). 

What a glaring contrast presents itself, if we just 
revert our glance from the British to the Indian system. 
Apart from the disastrous failure of the food administration 
in India ending in the Bengal famine with its heavy toll of 
35 lakhs of innoctuit human lives {according to the official 
estimate of the Famine Inquiry Gommission) and its devast- 
ating effect on the health and morals of millions who suffered' 
but survived from the great ordeal, the general standard of 
health throughout India (which was far below the optimum 
even in normal years owing to chronic poverty of the masses, 
a general lack of knowledge of a well-halanced dietary, un- 
hygienic social surroundings, the ravages of tropical diseases 
etc.) has received a shattering blow during the last seven 
years on account of the very high prices of protective foods 
and a marked deterioration in quality of ordinary foods. 
The task of rehabilitating the devastated health of the rising- 
generation in India is a task of the first magnitude which 
must be given priority over all other schemes of post-war 
reconstruction which may be taken in hand in the near future. 

appraisal of a rationing system is possible 
without a reference to the scale, quality and price 
of the rationed commodity. As regards ration scale, the 
policy of the G-overnment (rf India, as we have already seen, 
was to maintain a uniform scale throughout India. The 
original aim of the Government was to supply 1 Ih. of food- 
grains per adult per day, and half the amount per child. A 
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•eiilcl was to be defined, according ' to, tlie ''Eesoliition/passed 
bj tlie ilftli All-India Food Conference, as a 'person,' aged 
between 0 and 8 years for tlie purpose of rationing, adminis- 
tration. Tlie actual ration scale in different a.reas, however, 
revealed wide disparit 3 ^ for quite a long time, nor ivas there 
anj^ uniform definition of a child. Under the Calcutta 
rationing scheme, for instance, a child was defined until 
recentty as a person wdth age varying from 2 to 12 years. 
A child was given I unit ration, while an infant, defined as a 
person aged below 2 years, was given | unit ration. An 
adult was entitled to a ration of two units. For purposes of 
sugar, however, a uniform ration scale was inaintained for 
persons of all ages. Generally speaking, the initial ration 
scale in various highly deficit areas in South India was much 
below the scale established in cities like Bombay and 
Calcutta. This will be evident from the chart at Page 111. 

The above statement refers only to the ration scale x^re- 
valent in metropolitan cities. In several rationed areas in 
South India, the actual ration scale was for a long time 
much lower still. 

It is thus clear that the Government’s policy of vsetting 
up a uniform ration scale throughout India was not fulfilled. 
In practice, the initial as well as changing supply position 
in respect of different rationed goods determined the ration 
scale in different areas and in different times. 

The ration scale has, as we have already noted, been 
recently reduced to a uniform level of 12 ounces per adult 
per day with an extra allowance of 4 ounces for heavy 
mannal workers (including domestic assistants). This 
'di-astic reduction makes the ration scale extremely inade- 
quate specially for the poor man -whose main food is rice 
rOt wheat. The only justification is that there was no other 
course left open if large scale starvation in the famine- 
Mricken areas was to be minimised. 
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Tlxe (jovermiiei)t of Bengal, wliile aiinoiiiicmg* their readi- 
ness to fall in line \\hth the above orders of the Central Gov- 
ernment, however, offered some indirect relief by adopting 
a new definition of a ‘child’ for rationing and also 

by making some alterations in the scale of the children’s 
rations. Eor example, whereas formerly a child wars defined 
to be a person aged from 0 to 13 years, a child is now defined 
as a person aged from'O to 8 years only. Hecondly, under the 
old system children below 2 years -were entitled to half unit 
ration only. This system lias been abolished and all children 
have been given 1 unit rafiion. 

The number of rationed goods also varies from place to 
lilace and from time to time. For example, mustard oil has- 
been placed on rationing in Calcutta comparatively recently. 
Again, pulses are rationed only in Chittagong and in Assam. 
Salt is included in the Calcutta rationing scheme, but it has 
been left out in several rationed areas. The inadequacy of 
the ration scale from the nutritional point of view 
will be amply borne out, if -we just remember that the- 
daily scale of issue to Indian troops engaged in the wav 
was 24 ounces of cereals (rice or wheat), 2i oz.’s of sugar 
and oz.’s of pulses. The inadequency of the sugar ration 
has been particularly felt in middle class families* where 
customary hospitality requires that tea should be served out 
to all guests. Ho allowance seems to have been made for 
such d<^mands of social obligations. In mofussil towns where 
systematic rationing does not prevail, sugar scarcity some- 
times takes an acute form. The i>osition is much worse in. 
the rural areas where people have to depend on the mercy of 
the local Food Committees for securing their none too^ 
generous quota of sugar. The only redeeming feature in 
the country-side is that gur, when locally produced, is 

"^Vide B. R. Sen's statement in Council oTState debates* 
dated November, 20, 1944. 
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generally aTailable but it is no elfeetiye substitute for sugar 
for purposes of tea consumption. 

Tbe rigidity of the rationing system was also felt in 
various ways. For instance, in many Hindu families and 
Hindu religious institutions offerings of cooked foods known 
aS' ''Bliogs’" are generally made to tke deities as a matter of 
religious custom. IVlien tlie rationing system was fixvst intro- 
duced at Calcutta, no allowance was made for such purposes 
and tbis caused a good deal of annoyance and inconvenience 
to iiiamy Hindu liomes and institutions. Subsequently, bow- 
ever, as a result of special representations made to tbe antbo- 
rities, it was recognised that ^^deities^^ were to be treated 
asi persons for tbe purpose of rationing administration. 
Again, ’ it is customary for Hindu widows to take Atap rice 
only. But there was no provision for tbe supply of sucb rice 
frcTO. tbe ration simps. vSubsequently, however, as a result 
of popular clamour, the Government tried to supply Atap 
rice for widow's, though it has often failed to do so. The 
success of a system of food rationing is to be judged by the 
degree of elasticity it is capable of, and by the extent to 
which the inevitable frictio-ns of a uniform, rigid system can 
be overcome. Tbe lack of public co-operation with tbe 
actual administration of food rationing was largely respon- 
sible for a g^ood deal of unnecessary public annoyance created 
particularly during tbe eajly phase of tbe era of rationing. 

Tbe quality of tbe rationed foods was also extremely bad 
in tbe initial stages of rationing at any rate and is even now 
far from being perfect. What passed off as rice or -wheat 
contained a good admixture of bricks, stones, sand and otbei" 
harmful ingredients not particularly meant for use in human 
stomachs. Malpractices indulged in by grain-dealers in- 
cluding Government agents, lack of proper storage facilities, 
lack of inspection at tbe loading centres, — these are some of 
tbe causes wdiieb accounted for tbe bad quality of rationed 
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foods. Anoilier factor of major importance was tlie reluct- 
ance of file OuTermiient for a long time to recognise tlie 
distinction between different grades of quality wbicli was 
alu'ays observed by the trades concerned. It is, liowever, 
gratifying to note tiiat tlie position as regards quality has 
sliown appreciable iin|)rovement of late, following the adop- 
tion of better inspection methods and following the decision 
of several Provincial Governments to sell rice in different 
qualities at widely varying prices. 

Since the object of food rationing is to help the common 
people to secure their legitimate requirements of food the 
.success of the rationing system depends very much upon the 
price at which rationed goods are made available. In an 
ideal rationing system food, prices are kept as far as possible 
at their normal pre-war levels, or at nmst they may be 
allowed to rise only to the extent to which the average 
money-income of the lowest income-brackets has been or 
may be allowed to rise! In the TT. K. the prices of essential 
food commodities, both rationed and non-rationed, have not 
been allowed to rise by more than 18 per cent. The British 
Government followed a very generous policy’' of subsidy and 
spent nearly £150 millions per annum in order to stabilise 
food prices at that leveL The producer, whether foreign or 
domestic, got the reasonable market price from the Govern- 
ment which, as the monopolist seller of food commodities, 
fixed a much lower retail sale price%or the benefit of the 
consumers, pocketing the loss in the transaction due to the 
difference between the higher purchase price and the lower 
sale price. The Government of India have by no means 
been oblivious of the necessity for selling rationed goods at 
reasonable prices, but the methods pursued and the degree of 
success attained have been quite different. The problem of 
subsidised ration is much simpler in Great Britain than in 
India. In Great Britain, the entire population is rationed. 
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wliereas in India rationing lias affected roxiglily one-eigliili 
of tlie total population. If subsidy is to be granted, tbere is 
bardly nmeii justification for confining tlie benefit to a frac- 
tion of the population. Secondly, the cost of tlie subsidy 
must be iniieli greater in India than in the 17. E., since in 
India the rationed food is mostly produced at liome and, 
thanks to the high degree of inflation in India, the general 
inde:?x number in India shot up to meteoric heights and, in 
spite of the most rigorous anti-inflationary measures, still 
remains at a level of something like 250 per cent above the 
pre-Tcar prices, while in Britain the bulk of the rationed foods 
is obtained from abroad at controlled price and the general 
])rice Index number in Great Britain has not risen by more 
than 72 per cent since 19o9. Finally, tlie financial position 
of Great Britain and her capacity to bear loss due to a policy 
of subsidy are much superior to those of India. While no 
general policy’’ of subsidy has been so far followed in India, 
the subsidy idea is nothing new liere. Some form of subsidy 
was granted in pre-rationing days when the controlled shops 
used to sell food-grains at a highly subsidised rate in the 
interest of the poor consumers. Several coniniercial con- 
cerns, it might he noted in this connection, also granted 
subsidised ration to their employees. The Government also 
supplies subsidised ration to its own low-paid employees, 
though the ainoxmt and degree of the subsidy are not uniform, 
ill different Government establishments. The employees of 
certain State Railways in India have perhaps benefited most 
from subsidised ration, in view of the wide range of commo- 
dities which they are entitled to get from tlie^ Railway Stores. 

At the present moment, subsidised ration is granted to 
ilie general public only under special circumstances. For 
instance, in the Madras Presidency and other southern areas 
wheat is sold at a subsidised rate in order to popularise the 
consumption of wheat among a rice-eating population* 
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(jheafi cooked foods are also supplied m Cocdiiii and Tra¥aii- 
rorc^ lit subsidised rates in order to popularise new prepani- 
tieiiH of wlieatj barley etc. Some element of subsidy^ it is 
cdaiiiieil, has also been inirodticed in the fixing of the price 
of low grade rice under tln^ comparatiTely recent arrange- 
ments for selling rice in varying qualities. The quality of 
the inferior rice, however, is, as a rule, so very bad that it 
is ihaibtfiil whether it could be at all sold except at a stock- 
clearing. -price. ' 

The high price of tJie rationed goods is one of the prin- 
cipal causes responsible for tlie relatively low percentage ot 
the off-take of raticmed foods in India compared to the high 
h^ff-take' porceiitage in the IT. K. The Famine Inquiry 
Commission calculated on the basis of 22 weeks' actuals that 
the average oft-iake in Greater ' Calcutta was 2.68 seens per 
week as against a total cereal ration of 4 seers,, or 13 ounces 
per day, and as against a nutritional minimum of 1 oz. per 
day (the above (uilciilation did not take into account the 
existence of hlead’ cards which in the case of cards regis- 
tered with Government stores constituted 16 per cent of the 
total). Prof. P. C. Mahalanobis calculated on the basis of 
fiye different surveys conducted at different times between 
1936 and 1942 that the per capita cereal consimiption in 
Bengal as a whole was IT ounces per day, 13 ounces as 
regards the Calcutta Middle classes, and 16 oun(‘es in respect 
of the industrial working classes. The All-India statistics 
of off-take of the cereal ration are 64 j>er cent as regards rice, 
80 per cent of sugar. Commenting on this discrepancy 
between the oft’-take percentage in India and the K., vSir 
Henry French of the British Food Ministry had observed 
that one possible explanation might be the fact that in India 
relatively few commodities have been subjected to rationing 
so that it is possible for the people to take to supplementary 
fooclsk The ‘possible’ explanation, offered by Sir Henry 
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rreiiili, IiDweTer, does not .appear to be very soubcL : Ordi- 
nary people ill India live mostly on cereals even in normal 
times. It is hardly likely that they have been able to resort 
to snppleinentary i:oo<ls, the prices o£ which have as a rule 
gone much higher up in these difficult times. The analogy 
with liritain is also somewhat misleading since in Britain 
the primary foods -were kept ration-free. The more plausible 
explanation may 1^^ found in the fact that in 

Britain food prices have been stabilised at almost pre-war 
levels while in India even the controlled price is nearly 300 
X>er cent higher than the pre-war market price, while the 
average income of the common man lias hardly risen by 
more than 50 per cent. 

The technique of food rationing employed in India is 
generally the method of specific rationing, though the 
*groiip’ method has often been applied in the ease of certain 
commodities, subject to certain maximum limits (whicli 
have been frequently altered in response to changing supply 
position) for different constituent units of the group. For 
exainpie, the specific method lias been exclusively applied 
to commodities like sugar, salt and mustard oil — the ration 
scale just now in force at Calcutta is 3.5 chataks of sugar 
■per week, (originally it wuis ■ i lb. per week, subsequently 
raised to li lbs., again brought down to lb. and now 
dragged down even bedoiv the initial scale, ^ — a vivid illustra- 
tion of the (lei^eiiclence of the ration scale on the day-to-day 
cthaiiging supply position), 1 lb. of salt per month, and I lb. 
of mustard oil per month per adult (mustard oil has been 
put on rationing at Calcutta comparatively recently). The 
'group’ method lias been principally applied to cereal ration- 
ing. For example, when rationing wns first introduced in 
Bombay, an adult was allowed to buy each week i paylee of 
wheat and I paylee of rice or bajri, or J paylee of wheat or 
bajri and paylee of rice. Thus within the limit of 1 paylee 
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CB: toiril foodgniiits ration, tbe inaxiiiia oi' rice aiifl wlieut 
'were fixed at aiul i respectiTely. Later on, as tln^ wlifat 
position improTed, while. tlie .-rice position deteriorated, the 
niiixiniiiiTi of wheat was raised from , A to ^ ]>a'vlee while the 
niaxiriiimi of riee was. lowered from f to I xiaylee. Hie 
tcH‘imiqiie of fixing the maxima has also been apx>iied te 
different qualities of the same rationed coiimioditT. 

When rice began to be sold at, Calcutta in 3 different 
grades, fine (A), medinni (B) and coarse (0), the maxiiinim 
quantity of hi" grade rice which could be supxdied to a 
single consumer was limited to ttli of a seer per week on t?. 
1 unit or 2 unit ration card. 

The highly limited range of coininodities' included in 
file Indian food rationing system militated against the- 
development of the more diversified and more elaborati*' 
technique wliicli has characterised the British, and Conti- 
nental rationing systems. There was no scope, for instance, 
for the application of the point rationing* technique whicli 
has been applied in tlie XL Iv. to a wide variety of foods such 
as canned meats and fish, canned baked beans, biscuits, 
dried fruits, pulses, canned fruits and vegetables, condensed 
milk and porridge oats. The x^oint system has enabled the 
British Ministry of Food not only to maintain an equili- 
hrium between demand and supply through the double 
mechanism of x>ric 0 and point clianges (in resx)onse to chang- 
ing suppler position), while giving the individual a good deal 
of freedom of choice, but also to introduce and j)opularise 
food items which were previously unknown to the British 
X^ublic.^' 

The limited range of the Indian rationing system is 
also Responsible for the lack of elaborate classification of age 
groups which has characterised the continental systems. 

Wide Tood Rationing k Supply 1943/44 — ^I...eague of 
Nations 1944. 
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Since physiological food requirements change gradually 
during a period of growth, the League of Nations has- fixed 
up different calorie requirements for as many as eight age 
groups for persons wdth ages betw^een 0 and 13 years. Most 
Continental systems recognised 4 or 5 age groups for the 
purpose of food rationing. In India not only there were 
only three or two age-groups (formerly 3 groups, 0-2, 2-12, 
12 and above; at present only two groups 0-8, and 8 and 
above), but difficulties are also experienced in the conver- 
sion of a child's card into an adult card when the child 
attains the rationer’s adult age. The Indian system is 
apparently based in this respect on the British model “which 
also recognises very few age groups. But in Britain this 
deficiency has been more than overcome by the existence of 
other supplementary schemes like the "'^Milk in school’’ 
scheme, ^'school feeding for children” etc. of which there is 
no counter-part in India. 

The administration of rationing involves the creation of 
a vast organisation as well as various technicalities. There 
is, in the first place, the problem of enumeration of the total 
population entitled to the benefit of the rationing system. 
This is a comparatively easy problem in a district or sub- 
divisional town but not so in a vast city like Bombay or 
Calcutta with a large floating population. The method 
actually adopted in most of the rationing schemes was to 
issue permanent cards for permanent residents and ‘tempo- 
rary” cards for temporary residents. If guests are i)resent, 
it is permissible to take out temporary cards in their names, 
though, unfortunately, a good deal of delay due to red- 
tapisni often takes place in the issue of temporary ration 
cards which are sometimes supplied after the departure of 
the guests concerned. There should be provision for the 
immediate supply of temporary cards for guests, though, of 
course, there is the risk of abuse in such arrangements. 
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‘.Again, a good deal of iHCDaveBienoe is of toil 'experienced 
.wiien a man kimsfsrs Ms residence ftom. one rationing ^ anb- 
nrea to another, necessitating tlie cancellation ol tbe old 
'Xegistraiion /and tlie maiing ■ of a new registrutiim. , Tbe 
wliole process often iiiYolves an almost nnconscionable 
ainoiint of delay due to tlie. dilatory and often liarassing 
tactics of different rationing oiffices. 

i Tlie card system of rationing bas been adopted in India 
riglit from tlie very beginning when rationing was first 
introduced in Bombay. The family ration card system was 
used. Later on, however, it was found that nnder the family 
ration card system, the absence of particular members of the 
family was often not duly notified to the Rationing Antho- 
rities. Hence the individual ration card system was adopt- 
ed in preference to the family ration card vSystem, though in 
rural areas even now the latter system is usually employed. 

Pood rationing administration in India usually involves 
the registration of the individual card-holder with particular 
ration shops. This is found to be necessary in order to 
ensure a proper distribution of the rationed foods among 
different shops. Thus equation between supply and demand 
ean be easily maintained. This method, however, has. got 
certain disadvantages. In the first place, the individual 
consumer is placed wholly at the mercy of a particular shop: 
the shop-lceeper can afford to be rude to his customers and 
has at least no motive to please him, either by supplying 
. good quality food-stuffs or by proper manners. Secondly, 
when the maximum number of ration cards to be registered 
^ with a particular shop is laid down, late-comers are often 
, forced to register their cards in distant shops which may 
.cause, not a little trouble and inconvenience particularly dn 
highly congested cities like Calcutta with over-loaded trams 
.-and^ buses. . The sense of annoyance becomes almost suffocat- 
ing when the same individual has to visit different ration 
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r.»liLCips situated at great. distaBces, from one aiiotlier for tlio 
.supply of different kinds ,of rationed foods, not an uirasBal 
’©xperieBce of many a Calcutta resident. 

Tlie adniinistiative organisation of Batioiiing is< a -very 
‘•elaliorate one. In a sense,: liationing organisation is a part 
4 ind parcel of tlie entire organisation of the Central Food 
.‘Department and tlie Provincial Departments of Civil Sup- 
' plies. In practice, ffowever, there is a seijarate Bationing 
Organisation in every Province. There is a Provincial 
organisation with the Director of Bationing at the head. 
The Director of Bationing, who is under the control of the 
Department of Civil Supplies, is entrusted with the task of 
initiating, supervising and co-ordinating the rationing 
adBiinistratimi throughout the Province. Subject to the 
supreme control of the Director of Bationing, there are 
.separate Bationing Authorities for separate rationed areas. 
The character of these separate rationing organisations is 
highly complex in big cities, but relatively simple in small 
towns and rural areas. 

The organisation in Calcutta and Bombay, for instance, 
is necessarily most elaborate. The Calcutta rationing 
scheme affects a total population of 4.4 millions, inhabiting 
an area of 152-o- sq. miles and consuming about 35,511 
maunds of foodgrains daily. There are iiearlj^ 90 godowns 
controlled by the rationing authorities, in which the rationed 
•commodities are stocked. Distribution takes place through 
241G shops of 'which 1134 are private shops, 515 Govern- 
ment stores, and 707 employers’ shops. The total staff 
employed by the Bationing offices comprise more than 6000 
persons, excluding nearly 3000 coolies. Besides the Head 
Dffice, there are about 60 sub-offices in the various parts of 
the rationed area. The Bombay rationing scheme affected 
nearly 2^- million people inhabiting an area of nearly 240 
sq. miles. As things stood in October, 1943, every week 
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IIIJIOO of foodgrains AT'ere '■ distributed among tlie- 

jiiibiic* Distribution in tlie .City took place tlirongli 184- 
lyOToriiii'ieiit retail, shops,, 560: atithori,sed ration, shops, 
(jo-operatire Societies and:\. 281 mills and factories. In the 
Biibiirbs there were 110 ration' shops, 18 Governnient shops, 
37 factory shops and 9 co-operative societies. The ratioiiiiig 
organisation in Bombay also tried to enlist the support and. 
sympathy of responsible non-officials. There is a Food. 
Advisory Coimcii representing trade associations, the 
Bombay Corporation, the Trade Union Congress and the 
Defence Department. Besides there is a committee of 
doctors and nutritional exirerts to advise on the nutritional 
aspects of rationing. There is also a non-official rationing- 
committee in each city ward. 

The nature of the rationing organisation is much 
simpler in the district towns and in other mufussil areas 
where rationing is prevalent. The district controller of 
civil supplies or tlie sub-divisional controller of civil sup- 
plies, is the head of the liationing Organisation in eacir 
District or sub-division. Non-Official support is enlisted 
through the formation of the District Food Committee, the 
Union Food Committee, the Development Committee etc. 
Full formal rationing by means of the card system of distri- 
bution does not prevail throughout the rationed area. In 
many of the smaller towns only informal rationing prevails. 
The distinction between formal and informal rationing is 
not of much practical importance; it is nonetheless a very 
real one. Under full formal rationing, the Eationing 
Authorities fully undertake to supply the rationed goods;- 
under informal rationing there is no such undertaking. As 
a corollary to this, it follows that whereas in the formally 
rationed areas, free markets in the rationed goods are not 
allowed to exist, under informal rationing, such free* 
markets cannot be abolished. Informal rationing, whether* 
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full or partial^ lias certainly tlie advantage of greater elasti- 
city and adaptability to a ebanging supply position, but it 
|daces the' priee-eoiitTcdliiig authorities in a hopeless dileiiiina.' 
Ill the initial stages, rationing also sometimes took the form 
of iirovisioning certain classes of the population in towns 
and cities, leaving the rest of the population in those towns 
and cities to binr their needs without restriction as to the 
quantity in tlie open market. The Government of India's 
attitude towards such schemes has been beautifully summed 
up in the following* observation of Mr.'B, B. Send*'' ' ""'What-;: 
evei* justification tliere might have been for these provision- 
ing schemes when they were first introduced, tliere can be 
no doubt that these provisioning schemes cannot be regarded 
as permanent substitutes for full rationing. Such provi- 
sioning schemes do not serve the main purpose of rationing, 
viz. distribution of the over-all shortage on an equal and! 
equitable basis, and also keep up prices in the open market 
by allowing tlie comparatively well-to-do section of the 
population to buy as they x>lease. Experience and force of 
circumstances are now combining with the Government of 
India to jiersuade the Provincial Governments to agree to ^ 
take steps to change over to full rationing in accordance 
with the principles laid down by the Government of India.'" 
In keeping with the spirit of the above declaration of policy,, 
informal and partial rationing schemes in towns and cities 
have been largely replaced by full formal rationing*, though 
in the rural areas such provisioning schemes are still largely 
prevalent. 

Before concluding this chapter, a few words may be 
said regarding the value of the Indian food rationing system- 
from the nutritional point of view. The League of hlations 
survey of various European rationing systems has tried to 

R. Sen's statement in the Council of State debates 
November 14, 1944. 
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ve¥u.luatu different -systems -of rationiHg Tiy tlie criteriDB of a 
HiitriticMially opiiiipiDni diet establislied by an ideal Tatioming 
sysksni. A nutritionally ideal diet includes nvairy items’ in 
addition to the principal cereals, and it Taries according 
. to climatic conditions, age-groups, sex, nature of occupa- 
tion, tile state of health etc. A proper combination of 
carbo-hydrates, fats, proteins, minerals and Titainins con- 
stitutes the very essence of a well-balanced diet. The 
normal caloric requirements of an adult vary from 2500 to 
^3000 per day. Carbo-hydrates and fats are the main energy- 
giving constituents in the diet while xiroteins are the main 
body-building constituents. Minerals and vitamins are essen- 
tial to the g3*owth and functioning of a healthy body. Pat is 
mainly consumed in the form of milk, cheese, cream, meat, 
bacon, nuts etc. Dieticians favour a diet furnishing from one- 
fourth to one-third of total calories in the form of fats. Pro- 
teins may be derived from milk, meat and eggs (animal j)ro- 
teins) or from cereals, peas, beans and nuts (vegetable pro- 
teins). The protein intake of every adult should not be less 
than 1 gramme per kilogramme of body weight, while for 
.growing chiklxen and nursing mothers it should be much 
higher, in the case of children 1-3 years of age as high as 3.5 
grammes per k/m of body weight. Minerals like calcium and 
phosphorous are mainly consumed in the form of milk, eggs, 
vegetables, cheese and fruits. The minimum calcium 
requirements for an adult are 0.88 grammes of phosphorous 
and 0.45 grammes of calcium per day. Yitamins are con- 
sumed mainly in the shape of fruits, berries, vegetables, 
potatoes, whole bread, cereals and milk, Yitamin A is 
necessary for the growth and the maintenance of health, par- 
ticularly of the skin and respiratory system. Yitamin B is 
-essential to the growth and the maintenance of appetite and 
^affects the metabolism of the body. Yitamin G is parti- 
cularly essential for young children and nursing mothers. 
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Tlie average Indian diet is composed , mainly of carbo- ■ 
liydrates and of vegetable proteins. Fcits^ minerals, and’; 
vitamins are iiotorio-Uvsly deficient in tbe Iiidiaii diet. Conti- 
nental rationing system inclnding the British system have- 
sought to give as much as possible a balanced diet to the 
people, particularly to the vulnerable section of the commu- 
nity* The Indian rationing .system did not ^ even endeavour 
to produce a balanced diet for the people. The highly 
limited range of commodities affected by the rationing 
system completely militates' , against any such possibility. 
These are also serious obstacles to be encountered if the 
Rationing authorities in India try:to emulate the examples 
of the more advanced countries. In the first ])lace, the per 
capita income of the Indian people is so very low that a 
well-balanced diet is quite beyond the reach of all but a 
small fortunate minority. Secondly, the diet habits of the 
Indian xieople, including the relatively well-to-do classes, 
are, to say the least, not very scientific. Thirdly, Indian 
agriculture has not been adapted to the full nutritional 
requirements of the Indian people. The production of milk, 
milk products, fish, eggs, meat, vegetables and fruits has 
been far from being adequate for the provivsion of a cheap 
balanced diet for the Indian - population. Fourthly, food' 
industries and food technoiogy are extremely undeveloped 
in India, though some progress ■ in this Tespect has been 
achieved during the last few years. India must develop 
scientific methods of preservation * of perishable foods, 
modern methods of storage, pacldngv etc,, before there can 
be a satisfactory solution of the problem of “enough food 
for all and of the I'ight quality, and at prices which all can 
afford. The present systeA of food rationing in India, 
highly unsatisfactory as it is, thus in a sense reflects the 
fundamental defects in the present organisation of our 
economic life. 
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IVext to food, file most important commodity, Tcliicli In^.s 
,1)0611 rationed in India is elotli. As in tEe ease of food, tlie 
ratimiing of clotli in India is still largely an urban pbeno- 
menon* Fail, formal clotk rationing by means of tlie card 
system is still confined only to tlie big towns and cities. In 
tlie smaller towns and in rnral areas generally, there is no 
formal universal system of clotli rationing. Uncertainty oi 
tlie supply position is primarily responsible for the reluctance 
of the Authorities to establish a formal system of cloth 
rationing. In the district town of Chittagong, for instance, 
when some fresh bales of mill-made cloth arrive, the autho- 
rities issue special cloth coupons for the purpose of regulat- 
ing the distribution of such new cloth arrivals. If tlu^ 
supply is rather small, distribution is confined to Govern- 
ment servants only, the’ superior qualities being often 
reserved exclusively for Government officers of a Gazetted 
rank. Special cloth coupons are distributed among the 
general public only when the vsupply liappeiis to be compara- 
tively large. If the quality is very bad and there is no gene- 
ral public demand for it, the method of ^^open’^ sales is 
often adopted for facilitating disposal of such unsaleable 
•stocks. 

The necessity for putting cloth on a rationed system 
was strongly felt only after the failure of all earlier attempts 
,-at control over cloth prices. Jxistras rationing was found to 
be the only solution for the problem of food famine, so also 
it was found to be the only remedy against the universal 
•’problem of cloth famine which developed from 1943 onwards. 
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Tlie problem of elotli rationing is soinewliat diSerent 
from tlie problem of food rationing. Whatever Justification 
Uiere iiiiglit be for exclnding the rural areas from the scope 
of food rationings there is none for confining cloth rationing 
to the urban areas only. Cloth rationing, therefore, should 
include witliin its scope the entire population of India which 
makes the problem a vast and extremely complicated one. 
The nature of the problem is also somewhat different. 
Unlike food, cloth is a relatively durable commodity. The 
sartorial habits of the people show wide differences. A 
pe^son^s requirements of clothings depend upon age, sex, 
nature of occupations, inherited traditions, the level of 
income, standard of living' etc. Generally speaking, town- 
dwellers require more clothings and finer varieties of cloth 
flian the rural poj^ulation. A scientific scheme of cloth 
rationing should take into consideration all these factors. In 
the IT. K. the 'point' system of rationing has been adopted 
for salving Britain’s war-time cloth problem. A definite 
number of points or coupons has been allotted to each indivi- 
dual, A good deal of choice lias been left to the individual, 
though the iutal demand is limited. The cloth rationing 
problem in England ivas fimdameiitally the problepi of res- 
tricting the consumption of cloth with a view to releasing 
factors of production for military use. Xot only the total 
consumption has been restricted, but the number of varieties 
of elotli has been severely curtailed irith a view to 
avoiding wastes, unnecessary duplication of plants etc. 
Under the utility cloth programme, only a few varieties of 
cloth of standard specifieatons can he produced. Thus the 
textile industry has been rationalised in a manner which 
could hardly be deemed feasible in normal peace-time. At 
the same time, however, the utility prograinme does not aim 
at a mere soul-less standardisation. There is a simple beauty 
and fimdameB.tal dignity in Britain’s war-time dresses. 
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Tlie nature of tlie clotK' ■problem ab Inclia lias been quite" 
clifiereuh IT.iilike Britain/ India was far from being self- 
siifiicieiit in regard to her' clo'tMng requirements' eluting 
fieaee time. Tile outbreak ■ -of ■ tlie ■ 'war, therefore, bj reduc- 
ing or cutting of the foreig'ii ' supplies caused an over-all 
shortage of clotli which, however, be'caiiie apparent only 
when the old stocks became somewhat exhausted, and as an 
increasing portion of Indians, textile plant capacity came to 
be appropriated by the inilitary. 

It was estimated that the per capita annual production 
of cloth in India was 16.25 yards per head. After allowing 
for the requirements of ^the Defence Services and the 
annual export quota (both of which have been appreciably 
reduced in recent months), the per capita share of the 
civilian pox:)iilation came to just under 13 yds. per annum. 
Since a part of this cloth included items like handkerchief, 
mosquito nets etc which are not very suitable for clothing 
purposes, the per capita share of cloth was too meagre to' 
permit of a universal system of rationing. The success of a 
system of rationing, it should be remembered, ultimately 
depends upon the availability of supplies which are necevS- 
sary for maintaining a miniinuin ration scale. This condi- 
tion has not been fulfilled in the case of cloth in India. The- 
Government, therefore, tried to appease the more clamorous 
urban population, while the rural masses were practically 
asked to make all sorts of interesting sartorial experiments 
with barks and palm leaves/ if indeed they were not modem 
enough to start full-fledged nudist colonies in the fashion- 
able Yankee style ! But even in urban areas where full- 
fledged cloth rationing has been introduced, there is no jiro- 
, ; vision for the supply of winter clothings (some winter 
clothings are o(‘casionally distributed in very limited qiian- 
, titles to consumers through selected shoxis by means of th& 
queue system). 
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Tlia firat pioiieeriiig attempt at cloth, rationirtg, as in the 
sphere of food rationing, was made hj the Government of 
Bombajr. Here too, the City of Bombay presented a model 
to the rest of India. liationixig of iniil-made cloth was 
introduced "ill the city and suburbs of Bombay on June 3, 
1945. Distribution took place through 315 approved shops. 
The introduction of formal rationing in Bombay was 
ceded by some informal type of rationing under which one 
pair of dlioties or saries could be purchased from Govern- 
ment-approved shops against the production of the Food- 
grains ration cards of the Head of the Family. 

In Calcutta, where the cloth problem was much more 
acute than in Bombay, formal cloth rationing was introduced 
only on September 3, 1945. Prior to the introduction of 
full rationing, an interim rationing scheme was launched on 
May 7, 1945. Under the scheme every adult holder of a 
Poodgrains Ration Card could secure one unit of cloth ration 
provided that he could prove the urgency of his or her 
individual needs. Ward Committees consisting of respon- 
sible non-officials were set up in different parts of the city. 
Cloth ‘permits’ could be issued by such Ward Conimittees 
to persons wliose needs were adjudged to be most urgent. 
The Ration Unit was 1 piece of dhoti or one piece of 
sari or 1 piece of chaddar or bed cover or a few yards of cloth 
varying from 31 to 5 yards. 

Under the formal cloth rationing scheme functioning in 
Calcutta since September last the cloth ration for adults 
has been fixed at 20 yards for the first 9 months while 
children upto the age of 12 have been allowed half the 
adult ration. Cloth ration folders have been issued to 
holders of Food Ration Cards as well as to permanent occu- 
pants of residential establishments and institutions (who 
have got no separate food ration cards) on the production of 
identity cards for the issue of which special arrangements 
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JiuTe been made. Every cloth ration folder contains 30 
{?oii|ioiis. Tlio value of each of the first 20 coupons is one 
yard of specified varieties of cdotli. Only the first ten 
i!Oiipons would be valid during the first three months 
after the introduction of rationing. A somewhat peculiar 
digit system has been adopted , in order to . maintain the 
■equilibrium between demand' ■ and ' supply. 'Those whose 
Eood Eation Cards end in the printed number Ij 2 or 3 
would be entitled to draw their cloth ration in the first 
month of the quarter: those whose ration cards end in the 
number 4, 5 or 6 would similarly be entitled in the second 
month of the quarter; wEile those whose food ration cards 
end in 7, S, 9 or 0 would be entitled to draw their cloth 
ration in the last month. The ration can be taken, either in 
one or more instalments at the coiivenieiice of the Card- 
holder. Coupons unused at the end of a quarter may be 
carried over to the next quarter. 

As in the case of food rationing every card holder has 
been assigned to a particular cloth shop. Two kinds of 
cloth shops have been opened. (1) Class '“'A’ / shops in- 
tended to eater for about 10,000 card holders and class 
for 5,000 card holders. 

Olotli rationing in India is confined to mill-made cloth 
only. Handloom inoduct and ready-made garments have 
been excluded from the rationing system. Cloth rationing 
has affected the following kinds of cloth : (1) dhuties, saries 
and liingies; (2) mull, voiles; (3) coating, drill (bleached, 
grey and dyed); (4) shirting, long cloth, twill, poplin, 
inarkin and crepe; (5) pagri cloth, mull-mull and salu; (6) 
prints, and (7) chaddar, sujni, bed covers, sheeting, bed 
. ticking and blankets, 

; y;,^In the original scheme of cloth rationing in Calcutta, there 
was no provision for the supply of suitable cloth for Hindu 
widows and mourners. This defect has since been removed. 
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IV'e 310 W pass oa to the i:)robleBX of petrol and kerosene. 
From ilie eliroiiological point of vieWj petrol and kerosene 
were p!.ac‘ed luider some controlled system of distribution 
Irnig before food or rdotli rationing was even tlioiiglit of, 
India was nevei* self-sufficient with respect to these two- coin-:; 
iiiodities and when the war broke out, the very high degree 
of liiiliiary importance attached to petrol^, taken in conjunc- 
tion with the growing need for economising in tanker spaee^ 
neeessilated the institution of some control over ciTilian 
r‘Oiisiimptioii of petrol. The rationing of petrol was first 
iiiaiiguraieri in India in August 1941 under the Motor Sx^irit 
llationing Order, 1941, wdiich extended to the whole of 
Ilritisli India. Fnder this order, no dealer in motor sx)irit 
was allowed io sell petrol to any one excej^t on the produc- 
tion of coapons or in quantities in excess of wdiat was 
authorised in the eouxujn. CouxJons could be obtained from 
the Area Rationing Autliorities, wdiich were set up in differ- 
ent zones, on the fulfilment of certain conditions, such as, 
the jmynient oi all taxes du.e in respect of a x^nrticiilar Tehi- 
ide for wliicdi petrol x>ermits -were being sought. There were 
three classes of coupons, si^ecial, ordinary and siii>i 3 le- 
rnentary. S|)eeial coux3ons were g’enerally given only 
to high militaiy and high administrative officers the nature 
n| whose work recxuired large consumption of xietroL 
Su])X)lemori,tary coupons w’ere usually given to civilians like 
■doclctrs, w’-hose normal occupation required more than ordi- 
nary consumption of petrol. 

The basic petrol ration in India which was originally 
six gallons per Jiionth underwent frequent changes and for 
^'ome time, after the fall of Burma, it was altogether with- 
drawn. This no doubt caused much hardships to ear- 
nwiiers, many of wdiom disposed of their cars because of their 
inability io use them, (a develoxunent which was by no means 
uinvelcoine to a Government anxious to get hold of as many 
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priTuie cars as possible for purposes of iiiilitaiy transport). 
B]it tliis type of hardship was by no iiienns Tiidia’s iiionopoly. 
Basie petrol ration was withdrawn in Britain siiiee June 
BMi, while in (jerniany it had been withdrawii imieh 
earlier still. Even the IT. S. A,, the worldTs greatest pro- 
ducer of oil, found it necessary to ration petrol during' the 
■'waTv 

The institution of petrol rationing came as a severe 
blow not only to the car-going public but also to the motor 
transport industry in India. The transport situation in the 
country, which was already undergoing appreciable deterio- 
ration owing to the growing volume of military traffic in 
different Indian Eailways, became highly strained, as many 
of the eomitry hns services were forced either to cut down 
their services or to close down altogether. The War 
Transport Department of the Government of India, while 
enforcing drastic economies in civilian petrol consumption, 
tried to relieve the situation by encouraging the use of 
petrol substitutes like the producer gas plants and charcoal. 
It secured a quota of steel materials to expedite this develop- 
ment by assisting makers of producer gas plants all over 
India to obtain their requirements of steel. It was com- 
puted that by eoiiverting 600 motor vehicles to producer gas 
vehicles it was possible to save one million gallons of petrol 
per year (a bus or lorry converted to iirodueer gas and run- 
ning about 2000 miles a month, at 12 miles per gallon on 
petrol or 1 gallon per day when working on producer gas, 
can be expected to save about 140 gallons of petrol per 
month, or 1,680 gallons per year). The Government also 
encouraged the production of power alcohol out of molasses, 
which was also to act as a petrol substitute. Madras gave 
the lead in the use of producer gas. The popularity of the 
use of producer gas plant was, however, hindered by several 
factors : 
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(1) the mereased wekr and tear of the machinery due 

to tlie use of producer gas plant; 

(2) tile iHist of couversioUj and 

(3) the availability of petrol in tlie black market 

(wliieli often received illegal supplies from tlie 
military rvlio apparently could obtain unlimited 
quantities of jj^trol and could use tbem lavisMy 
vrken civilians were almost dying of petrol 
' tliirst).. 

Pcti'ol iiitioning* set up new standards of beliaviour and 
ne w I'll oil cs of pere.griiiatioii among* tlie well-to-do- sections oi. 
tliL‘ public for wliom, in pre-war days, tlie motor-car was tlie 
priiicipal means of road . transport. Walking and cycling 
iToni lioiiie to ofib'c and back, again became ' cpiite a fasMon 
with SOI lit: of tlie liigliest o'iicers of tlie state and it was a 
particularly delightful spectacle to see IJepartmental Secre- 
taries am! even Hon’ble Members -of tlie Viceroy’s ,Execu- 
five fonucil cycding slicailder to shoulder with thousands of 
orfiee assistaids, !)oth men and wumieii, throiigli the Queens- 
way. ami the Parliament Street, at the day’s end in New* 
Delhi.. 

Another inRcxjiected sequel to petrol rationing was the 
temporary resiirrectioii of, or at least a iiiueli livelier activity 
on the part of some of the old oiit-inoded means of transport, 
which had Itetui progressively tlirown into the back-wmier in 
the Motor age of the inter-war era. Eicksliaws, tongas, 
palanquins, not to sipeak of phmtons and hackney carriages, 
— al! tlioso rc-emergcd from - the limbo of comparative obli- 
vi.on and proudly strutted across the most respectable 
rhuroiigii-fares of big cities -with some of the most fashionable 
people as their temporary inmates. Quite fabulous incomes 
were earned by those wEo were now called upon to fill the 
vacuiiini created by j)eirol rationing in the country ’s road 
transport system. 
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Eestlielioii on tlie consniiiption of Keroseii.e iros iinposefl 
almost froin tlie begiiinmgr of the War. India was neTer 
fielf-snfficient as regards ker requirements of Kerosene wkicli 
was imported in considerable quantities from Biiriiia* ETeii 
before file fall of Burma, cuts were imposed to tlie tune of 10'^ 
to 20 per cent, of tbe normal supply on, account of the need 
for economy in the use^of tanher space. After the fall of 
Burma miicli more drastic cuts in supply were imposed. 

Systematic rationing in Kerosene lias been instituted 
only in a few big towns like Bombay and Calcutta {in the 
latter place only very recently). Controlled consiiraption 
rather than formal rationing was the key-note of the Gov- 
ernmenCs policy regarding Kerosene, though in some x>l£^ces 
it has been subsequently replaced by formal I'ationing. In 
the Bombay scheme of Kerosene rationing, a distinction has 
been made between those who require Kerosene for both 
lighting and fuel purposes and those who recjuire Kerosene 
for purposes of fuel only. Different ration scales huTe been 
fixed for these two classes of people, and larger quotas have 
naturally been allotted to those who do not enjoy the benefits 
of electricity ij. their homes. 

If petrol rationing has hit hard the well-to-do section of 
the community, the main brunt of the impact of Kerosene 
rationing has been borne by the poorer section of the people 
both in towns and villages. Prior to the institution of 
Kerosene rationing, distribution of Kerosene at Calcutta took 
place by means of the queue system. Only those vrho had 
the time, stamina and patience necessary for prolonged wait- 
ing in apparently endless queues could hope to get, if they 
were lucky enough, a small qxiantity of Kerosene, usually 
1 pint bottle at a time. In the district towns of Bengal the 
queue system has been gradually replaced by the permit 
system. The requirements of different house-holders are 
generally taken into , consideration for the purpose of fixing 
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n Ktile OoveTument officers end 
tkeir montUy quotas. As ’ ^ experience mucli 

influential xueznbers of tke P^ntitifs oflerosene. Tke 
difficulty in securing reasonable q . Ixmnble 

pincb is felt most acutely by be small mam 

iTiral folk bave been tbe wors p, -i nommittees or Union 
completely to tbe mercy in 

Committees or 'J.T control of tbe Circle 

charge of distribution ^n 3 _ ^ of Civil Supplies. 

Officer and tbe Sub-Umsional ControUei 

Tbe President of sucb Ms brief authority 

nated by tbe *’ ®r“”^er all sorts of irrele- 

M a highly arbitra^ ^Xnraffipaid by diflerent 

Tunt cmfeiia , ^ ^ fixing individual quotas. 

„„d ...*1.. .„.l rl.a.apt 

CothigB T^oikc.i, in ‘ foil" ill loii^‘ even- 

i„„oe.», g«,»P « •!" M the 

eXliilt bio- ot tbe ie,,K.t»al portW “bUrt-oPf ot the 

Xt. hoe .W, been appHed^o 
motor toe ond tube* under tbe IVe Eetiomng Order, 19M. 
Under this Order all sales of motor tyres and tubes H ' 

bftited except on tbe production, of permits to be issued 
te re?ilationing Authority. _ Permits -re 
e^en for tbe purpose of purchasing retreaded tyres and 

Tbe certificate method of rationing has also^ been 
employed for effecting the distribution of a 
durable consumers’ goods, e.g., fountain P®?®’ ^77;;’, ” , 

. cars, refrigerators, etc. In view of tbe highly inadequate 
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jmd erratie nature of tiie supply of suck commodities ^ tke 
certificate metliofl was perkaps tke only metkocl open to tke 
Government. Tke results ackievecl by tke metkod, ]unve%'^ei\ 
kave been aiiytking but satisfactory. It was extremely 
difficult for tke ordinary man to secure a permit by pursuing 
ordinary metliods. 

An informal type of rationing kas also been applied to 
particular goods in skort supply. Tke skop-keeper was asked 
not to supply more tkan a limited quantity of a commodity 
to a particular person at a time. In tke ease of certain medi- 
cines like Quinine, and invalid foods like Hoiiicks, tke 
buyer was asked to produce a medical certificate for proving 
tke urgency of kis demand. 

dVe kave already referred to tke coal rationing sckeme 
wkieli regulated tke coal quf)tas for different industries. Tke 
Government of India also instituted a coal rationing sckeme 
for its own employees in Isew Delki. A notable feature of 
fkis sckeme was iliat tke individual quota of coal was fixed 
differently for different salary-groups, increasingly higker 
quotas being allotted to the kigker income strata. One fails 
to understand kow one could suspect tke existence of any 
direct correlationsliip between an individual’s salary and 
kis requirements of coal. Possibly it was thought that tke 
fat-salaried man requires more coal because of kis elaborate 
menu of diet wkick tke small man apparently can not afford 
to take. This surmise is no doubt grimly true, but are 
there not also equally relevant criteria like the size of the 
family, the number of hearths which have to be kept burning 
for, the preparation of the family’s food, and so on? 

Tke salary basis kas also keen applied by tke Central 
and tke Provincial Governments for determining tke maxi- 
mum value of individual purchases in tke Civil Grocery shops , 
wkick kave been, specially created for ensuring tke‘ supply of 
rare stationery goods to Government officers of gazetted ranks. 
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In the aboTe panigrapliB we haTe given a brief accormt 
-af the chief rationing* experiments whidi have been made by 
ihe fioveriiBieiit of India since the out-break of the Second 
Wlnld War in respect of coiniiioditieB other than food. The 
first thing that strikes one’s attention is the extremely limited 
.scope of such rationing in India (when compared with its 
counter-part iii other advanced countries) which makes all 
inter-national rmiuparison of the efiects of rationing on the 
comiimniij’s total consumption expenditure practically 
impossible. The purpose of war-time rationing, it may be 
rcijalled, is noi 03.ily to effect an equitable distribution of 
commodities in short supply but also to reduce the total 
volume tsf real expenditu.i‘e in order to release the maximum 
amount rrl: factors tif ])i'oduction for direct war uses. Both 
these objectives are increasingly fulfilled as the scope of 
rationing becomes more and more comprehensive. The suc- 
cess of priee-cfintrol also depends on the scope of I'ationing. 

In the second v/osdd war, Germany and Ilnssia had the 
im3st <*ojupre]iensiTe systems of rationing which practically 
embraced every conceivable item of individual expenditure. 
In Great Britain, the rationing wsystem was much less totali- 
tarian in character. Ivevertheless, it has been found ])o»ssib]e 
to calculate the reduction in the total volume of real con- 
sumption ex])eiKlitiire in the II. Iv. which was brought about 
by the j<3int operation of the British fiscal and rationing 
systems. For instance, it has been calculated (from the 
statistics of national income and expenditure compiled and 
])iil)liBhed by the British Government), that the real volume 
of consumption in the F. K. in 1941 was 15 to 20 per cent, 
lower than in j.9f3S. In India, the real volume of consump- 
fion w'as reduced to a far greater extent, but the method 
ch{)seii was quite different. In Great Britain, economies in 
private consumption were mainly brought about by the 
onethod of taxation, borrowung and rationing. In India, the 
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same objective -was realised by tie; Mgdily iinscientific, Aiietbo 
of inflation witli its arbitrary and biglily iiiieqiial iiicide'nce“': 
OB different ' classes of, persons.' ' Piice-control .and, rationing^^^^ 
wliicli played a major ' role in Britain's vrar finance were 
assigned a relatively minor role in India’s war econom^r. 

Indeed, it is extremely doubtful whetlier tlie Govern** 
inoiit of India ever seriously contemplated the use of the 
rationing technique for re-inforcing its war effort (except 
in the case of petrol and tyres and tubes). Both food and 
(doth rationing, in their highly limited forms, were resorted 
TO only when all other measures had failed to avert food and 
cloth famines among the vocal sections of the population. 
Other partial and selective forms of rationing which are to 
be found in India have had very little practical significaiiee 
for the coinnion man in India. The benefits of selective 
rationing in India have been reaped mainly by the luemberB. 
of the Government’s own superior staff, and possibly also by 
their friends and relatives. The elaborate arrangements' 
which the Government made in the shape of Civil Grocery 
shops, civil tailoring shops, etc. for ensuring a reasonable 
supply of all sorts of scarce goods to its own officers, while 
practically nothing was done to cater to the similar needs 
of equally respectable non-officials, — ^^miiit inevitably io tlnc' 
conclusion that the main purpose of selective rationing in 
India was to safeguard the interests of the bureaucracy that 
framed the rationing regulations ratlier than of the public- 
whom it was supposed to serve. 


CHAPTER VII 

SOME LESSONS OE WAE-TIME CONTROLS. 
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Price-eonirol and Rationing are l3otii essentially 
time plieiioniena and, althougli tliey may drag* on for some 
time 3^et, even after the cessation of tlie ^Ya^, during tlie 
critical xiliase of the early post-war period, they are nlti- 
inatedy bound to disappear with the restoration of iiornial 
conditions. At least, this is implicit in a free economy. 
Since India is nptil now wedded to free institutions, we may 
naturally expect a gradual relaxation of economic controls 
inherited from the war (though we may find bnreancrats, 
who are aetiinlly engaged in administering various types ef 
controls, on the side of those favouring an undue jnoloiiga- 
tion of the control regime). As a matter of fact, some relaxa- 
tions have already been either made or announced. Eor 
example, the basic petrol ration has already been increased, 
and it has been announced that controls over salt will be 
removed in the near future. On the other hand, however, food 
controls have been further lightened up of late on account of 
the over-all food shortage both in India and the outside 
world. Rut even the present food crisis is not lihely to last 
long and,, if we take a long view of things, the future agri- 
cultural problem may once more become the x^roblem of 
preventing gluts rather than the problem of over-coming 
shortages. 

The question, therefore, ' naturallv arises: is the vstorv of 
India’s war-time experiments with price-control and raiion- 
i,ng, which has just been described, a mere episode or a grim 
war-time experience like the wailing of the siren, of whidi a 
notice may be taken only by the future ecouomic historian 
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ior tlie satisfaction of mere historical curiosity, or is there 
any permanent lesson to be learnt both by the statesman and 
the economist out of phenomena ivhich by their Tery nature 
are bound to be transitory? There can be very little doubt 
about the nature of the answer which should be given to the 
above questioiivS. 

To tlie ordinary man, particularly to tlie mail of tlie 
village, who lias not received inucli tangible benefits out of 
v’-ar-tiine controls, and certainly to tlie businessman, for 
wlicnii economic controls can never be, to quote Mr. CliurchiirB 
words “delectable dislies’^ to be relished and remembered, 
the eventual passing away of the control regime may, no 
doubt, have the same exhilarating eftect as the passing away 
of a frightful night-niare, and there may be no tendency on 
the part of either of them to “'cast a longing, lingering look 
behind.” But for the economist a veritable laboratory has 
been provided in the voluminous records of our war-time 
experiments with economic controls in general and with 
price controls in particular, records which are not any the 
less useful as materials for valuable research, because they 
happen to be largely chronicles of failures. It is quite 
beyond the province of our present study to make any 
detailed analysis and to sift out the lessons which can be 
gleaned from the actual experience of particular types of 
commodity controls. We, shall, therefore, content ourselves 
by indicating some broad lessons which' our first big experi- 
ment with economic controls inculcates. 

The very first thing that we have to learn from the 
actual working of economic controls is that we must care- 
fully analj’-se the main causes of our failure with a view to 
the elimination of such factors in any future re-imposition 
of similar controls which a future emergency of a similar* 
-character may render necessary. We have already referred 
to some of , the contributory factors responsible for the com- 

K' ■ 
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paraiive failure of price-control and rationing in India, 

mz * : — 

(1) initial xinpreparedness, 

(2) complacency on the part of the htireatLcracy > 

■ (3) lack of a ' proper adininistrative staff, both in 

quality and quantity, 

(4) lack of healthy co-oi3eration between the GoTern- 
ment and the public on the one hand, and between 
the Government and the business community on 
the other, 

(5) lack of proper support from the Government’s 
fiscal policy, and 

(6) lack of proper co-operation and liaison work be- 
tween different Departments of the Government, 
and between different administrative units. 

But the supreme lesson that we have to remember is that 
our existing economic structure is too weak to bear the strain, 
of a prolonged state of emergency. Even in the so-called 
normal periods of prosperity, the great masses of the Indian 
people lived on a very narrow margin and. they possessed very 
little reserve power .for absorbing the shock of any unex- 
pected blow from outside. It is no wonder that the unpre- 
cedented strain of a total war, the incidence of which was 
thrown quite disproportionately on the shoulders of the 
dumb millions due to the pxirsuit of a policy of inflation, has 
proved to be too much for many of them. People, with half- 
decrepit bodies on account of chronic semi-starvation in 
normal peace-times, readily succumbed, when the xvar im- 
posed fresh drastic cuts in their consumption. The greaf 
objective lesson .for our statesmen to cherish, tlieretore, is 
that we must build up the reserve strength of the masses so 
that they might face a future emergency quite manfully. 

Secondly, the short-comings and failures of our experi- 
ments with price-control and rationing have also vividly 
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Broiiglit to tlie surface tlie utter inadequacy of our present 
.a^Ticiiltural and industrial systems. India must becoiiie more 
seli-supportiug in tlxe supply of lier essential requirements 
than she liad been in the past. Our agriculture, industries, 
transport system and the administrative macliiiiery require 
to he tho3‘ouglily overhauled before we can afl'ord to be 
plunged into another conflagration. We must either moder- 
nise our ways of life or perish. India must produce more 
foods, both primary food and protective food, if starvation 
and mal-nutrition are to become altogether things of the 
past. There is a crying need for more milk, more butter, 
more eggs, fish and meat, and more vegetables. We must 
also learn hoiv to preserve our perishable foods. Thus the 
first priority in any scheine of post-war economic reconstruc- 
tion should be given to agriculture and other allied indus- 
tries including the food processing industries. Similarly, 
the lesson of the great cloth famine is that there should be a. 
•much larger number of cotton textile mills in India for the 
production of more cloth and of more yarn. The transport 
.system of the country also requires thorough overhauling. 
We must make larger use of our navigable rivers than we 
have done hitherto. iSTationalisation of all systems of trans- 
port — roads, railways, rivers as well as coastal transport — is 
perhaps the only solution of our transport problem. Again 
the statistcal equipment of the administration also requires 
to be greatly strengthened, both at the centre and in tlxe 
provinces. These are the preliminaries to be satisfied before 
we can establish a truly satisfactory form of pri(^e control 
.and rationing in India iix any future emergency. 

But the lessons of our war-time experiments are not 
merely meant for oSering guidance in the proper handling 
•of possible future emergencies. They can be of immense 
' practical value in solving our peace-time economic problems 
■as well. For instance, the new machinery of procxirenxent 
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.and distribution wbicli lias been so laboriously built up in 
tlie course of tlie general crusade against liigli prices of food- 
grains may 'well be utilised in normal times for stabilising* 
tlie prices of agricultural products in. general. In the past, 
tlie poverty of tlie Indian ryot was largely due to bis inabi- 
lity to sell bis produce at a good price. Our war-time food 
control bas succeeded in eliminating most of ihe big middle- 
iiieii wlio formerly thrived at the ryob's expense. Now tbat, 
under tbe vslieer pressure of abnormal <*ireumstances, tlie 
state in India lias learnt tbe art and tecliiiicjue of l)uying, 
transporting, storing and distributing agiieulhiral piiw 
ducts in buge cpxantities, it should not be difiiciilt for tbe 
state either to prevent the re-appearance of tbe exploit- 
ing middlemen or to guarantee a good price for all agricul- 
tural products. The new storage arrangement s, ibe recently 
acquired marketing experience and tbe rationing teebnique 
may be simultaneously employed for preventing any undue 
recession in agricultural prices following an accidental over- 
production ill any particular year. For example, surplus 
goods may be kept in. storage or iiroeessed and preserA-ed, or 
distributed over Avide areas or Just disposed of at diflerential 
prices (/.e., a A’-ery low price may be charged for Au^^ry poor 
consumers, Avbile keeping up prices for ibe majority of 
buyers) as under tbe IJnited States food stamp plan. 

There is another special reason aa^it tlie lessons of mir 
war-time experiments should not be lost on our economists 
and statesmen. India to-day is on ibe tliresliold of great 
deA-'elopBienfs in the economic, social and ]m1iiicul splitU’cs, 
It is universally agreed that such deA”eIopmcuts iriusi be pro- 
perly planned. But planning implies controls, altlunigb 
tbe nature of economic controls appropriate to a pcace-liiiie 
planning for jousperity is quite different from ilmt td‘ {‘on- 
trols implicit' in AA^ar-tiine planning for stnriubics. TIuis Ibe 
regime of controls may be; given: a ne\t lease of life, Ibougli 
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tile character of conirols will have to be suitably iiiodified. 
Tlie results of our war-time experiments will naturally yield 
very valuable data for the fasliioniiig of the new" ''controls'' 
that vrill be necessary in the coming era of economic planning. 

Lastly, it may be also mentioned that the teeliniqiie of 
rationing may also play a very vital role in the supreme task 
of nation-building in India. One of the greatest and most 
urgent problems in India is the problem of improving the 
general standard of health and physical fitness. I^ack of ade- 
quate purchasing power, ignorance, the unscientific charac- 
ter of customary diets, — ^tliese are mainly responsible for the 
chronic mal-nutritron of our people. A \vell-arti(‘ulated 
rationing system may easily help much to overcome all these 
barriers of poverty and ignorance and give the peo]}le a 
healthy diet which is the principal desideratum. The 
poorer section of the community may be given subsidised 
ration at the expense of the richer elements. Thus a suit- 
ably modified form of rationing may be a powerful engine in 
the hands of the State both for effecting a socialistic re- 
distribution of wealth and for improving the general standard 
of public health in India. In this connection, it may not be 
out of place to note that economic stabilisation at a high level 
of employment depends inter alia upon a high level of mass 
consumption. In India, the per capita consumption of the 
masses is extremely low on account of extreme mass poverty. 
It is this low consumption standard of India’s teeming" 
millions which will ultimately prove to be an insuperable 
^stumbling block on the road to prosperity both for India and 
the whole world. One possible solution lies in the pursuit 
of a dual consumption policy whereby free individual con- 
sumption will be supplemented by state-aided private con- 
sumption. Some variant of the rationing technique may be 
adopted for bringing such subsidised consumption within 
the range of practical politics. 
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We liave observed that war-time controls imivst disappear 
gradually after the passing away of the war* emergency 
which brought them into being. The degree and the timing 
of sxicli de-control measures, however, mnst depend on 
current expectations of the speed of return to normal con- 
ditions after the cessation of hostilities. Generally speaking, 
controls should he retained, in a snitahly modified form, over 
those sectors of the economy which may suffer for some time 
from war-ereaied scarcities, and removed from other sectors. 
If the inflation potential is present, there is an additional 
justification for retaining or even intensifying controls over 
essential commodities in the interest of a smooth transition 
from war to peace economy. 

Until recently, the Government of India’s economic 
policy was in conformity with the above g'eneral principle. 
Omnibus control orders like the Hoarding and Profiteering 
(Prevention) ordinance 1943 and the Consumer Goods 
(Control of Distribution) order 1943 were relaxed and were 
finally allowed to lapse on Sep, 30, 1946. Considerable relaxa- 
tions were also made in the enforcement of exchange and 
import restrictions and of the Control of Capital issues order. 
At the same time, however, the Essential Supplies 
(Temporary Powers) Act, 1946 was put on the statute book 
to enable the Government to retain, after the lapsing of 
D. I, Hules, effective control over the production and con- 
sumption of certain essential and basic commodities like 
food, cloth, sugar, iron and steel, coal, oils and oilseeds, 
petroleum, spare parts of vehicles and mica. Cement, 
paper, and house-rent also continued to he ‘controlled’. 
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TMis in tlie first phase of the post-war period, the de- 
control experiment, though applied to a Yery wide sector of 
our economy, was not allowed to* interfere with the hard core 
of our price-control system. Indeed, in this early phase con- 
trols were intensified in some Yital respects. An all-India con- 
trol was imposed for the .first -time over oilseeds, vdiile ceiling 
prices were laid down for copra and coconut oil. As the food 
situation once more took a grave tnrn since 1945-46, the 
system of food rationing was extended to wider and wider 
areas. The iinmher of rationed population which stood at 
26 million in 1944 rose to 52 million in 1945, to 100 million 
in 1946 and to 171 million in 1947 (on the eve of the Parti- 
tion). The ration-scale had also to he reduced in 1946 from 
1 Ih. of food-grains to 12 oz. per adult and general austerity 
standards were imposed in public banquets and catering 
establishments. 

But this mixed policy of control and de-control did not 
succeed in arresting the inflationary spiral. The Economic 
Adviser's index number of wholesale prices averaged 275*4 
in ’46-’47 as against 244*9 in '45-M:6. In October '47, the 
index number of wholesale prices stood at 298*2. The 
Bombay cost of living index averaged higher at 255 in 
’46-^47 as compared with 231 and 228 in the two previous 
.years. In Oct, ’47 it rose to 285. The food index issued by 
the Economic Advisor, notwithstanding the heavy subsidies 
granted by the Government in regard to imported food- 
grains, rose steeply from 244*6 in April 1946 to 271*8 in 
March 1947. as against a rise* of 11*1 and 2*8 points in the 
two previous j^’ears. At the end of I7ov. ’47 it stood at 281*4 
TAugust 1939-^= 100). The index for industrial raw materials 
showed the maxiniutn rise from 283*5 in March ’46 to 362*9 
, March 1947, and to 383*4 at the end of Fov. ’47. 

The great deterioration in the price situation which has 
taken place in India since the end of the War is at once un- 
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■espected and disquieting. It was lioped tliat ■ tlie reduction, 
ill tile Yolume of demand for Defence requirements, tlie 
availability of larger industrial capacity to tlie civilian 
sector of tlie economy and tlie augmentation of supplies 
througli imports, taken in conjunction witli tlie cessation of 
liuge war expenditure, would tend to lower tlie level of prices. 
But tliis -expectation was not fulfilled, Eisiiig price-levels 
abroad, ... notably in tlie IJ.S.A. and, to a lesser extent,, in tlie 
"CI.E., declining production in India, and a sudden spurt in 
demand, both domestic and foreign, for some of our products, 
— these are the main causes of the contiiiiied inflationary 
trend in the post-war period." 

The Goi^ernment tried to meet the situation in various 
ways. First, an incentive tax policy was announced in the 
budget for ’46-^47. The E. P. T. was abolished, while high 
depreciation and obsolescence allowances were granted for the 
purpose of assessment of income-tax. The tax on un- 
distributed profits was reduced, while exemption from 
income-tax was granted in respect to current expenditure on 
industrial research. The cheap money policy was also 
followed witli the same object in view. At the same time, 
the Government felt that direct price controls over essential 
commodities should not only be continued but should be 
integrated and synthesised. With this end in view, the 
Commodities Prices Board was formed in February 1946. The 
mam function of the Board would be to keep under constant 
review the movements of commodity prices and to advise 
GoTernment on price-levels in respect of controlled commo- 
dities and on the question whether other commodities should 
be brought under control. In determining' the appropriate 
price-levels, the Board was' to take into account a variety of 
factors, such as the cost of production, the current prices in 
relation to pre-war price-lev els^ and their bearing on other 
commodities. The Board was a 
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leviews to explore tlie possibilities of a reduction in tbe cost 
of living . Tbe importance of tbe role assigned to tbe Prices 
Board in tbe formulation of an integrated price policy for 
India may be judged from tbe folloivung extract _ from tbe 
Finance Department’s Eesolution on tbe formation of tbe 
Beard • “It is essential to maintain a reasonable relationship 
between tbe prices of cash crops and tbe prices of foodpains 
on tbe one band, and between agricultural prices and indus- 
trial prices on tbe other, if producers and consumers alike are 
not to be put imder a constant sense of grieYiince, and agrarian 
and industrial unrest is to be prevented.” _ 

The first list of commodities referred for examination to 
tbe Board included food-grains, cotton and cloth, to be 
followed later by other articles, sneb as iron and steel and 
cement. Unfortunately, however, tbe Board was abolisbed 
after it bad submitted only two confidential^ reports 
Government and its functions were assigned in October 47 to 
tbe new Tariff Board. Thus tbe idea of an integrated price 
policy was thrown over-board. Perhaps this was inevitable on 
account of rising wage-levels everywhere under tbe spur _ of 
actual or threatened strikes. The Central Pay Commission 
recommended fairly liberal salary scales and allowances for tbe 
lower-paid employees and these, along with similar increases 
in semi-official and private establishments, at once helped to 
augment tbe volume of purchasing power competing for a 
limited supply of goods, and to raise tbe costs of production. 
Both these consequences of rising wage-levels were bound to 
have inflationary effects. The vicions circle was completed by 
persistent downward trends in production brought about by a 
variety of factors such as industrial strikes ^ lack of capital 
equipment, transport bottle-neck, civil disorder etc. The 
nature of the production crisis through which Indian industries 
are passing now may be gauged from tbe followiug figures - 
The production of pig iron declined in 1946-7 to 1,364,000' 
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tons from tlie war-time peak of 1, 686,000 tons in ''’43“^44^ 
wliile the production of steel declined to 875,000 tons in ^47 
from 1,180,000 tons in 1945. The production of cotton textiles 
declined from 4800 mill. yds. in ’46 to 3800. mill. yds. in ’47. 
The production of cement declined from 160,000 tons in ’45 to 
112,000 tons in ’47. The production of sugar declined in ’47 
to 921,177 ions from its peak of 12-2 lakh tons in ’43-44. 
The same story of dwindling production has been repeated in 
the agricultural sphere as well. The total output of cereals 
^{including rice, wheat, jowar and bajra) declined from 518 
lakh tons in ’44-45 to 464 lakh tons in ’45-’46 and it stood at 
468 lakh tons in ’46-’47. 

While the over-all economic situation was becoming more 
and more gloomy, it became increasingly difficult for the 
Grovernment to maintain its highly expanded food rationing 
system. Internal procurement proved to be increasingly 
difficult and, although the rationed population increased six 
times between 1944 and ’47, local procurement remained practi- 
cally stationary. Supplies at the Government’s disposal from 
local procurement stood at 4*93 mill, tons in ’44 and at 4*17 
mill, tons in -the first 9 months of ’47, The difficulty of import 
was even greater. In the first place, India did not succeed in 
getting' more than 50% of her import requirements from the 
International Emergencj^ Food Council which determines the 
import-quota of different deficit countries. Under conditions 
of gdobal food shortage, no single country can perhaps hope to 
secure all its requirements from abroad. Secondly, the price 
that India had to pay for its imports became more and more 
exorbitant. The price of Burma rice, for instance, has in- 
creased from Es. 10 a niaund in ’46 to Es. 21 per maund in 
’48. Although the volume of import did not go much beyond 
2 mill, tons, the Government had to pay, on account of high 
prices charged, something like Es. 100 crores a year on food 
imports. This policy was costly in two respects : first, in so 
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far as piircliases liacl to be made in -‘kard’ currency areas, ikere 
was a depletion of Iiidia's:'’extreiiiely limited reserves of vain* 
able foreign exchange. Secondly, ■ in , order to iiiaiiitain tke 
prevalent internal price-levels, of : food-grains, tke G-oveminent 
kad to pay keavy subsidies ..for meeting tke di:ffereiiee between 
tke prices of imported and locally produced food-gTain.s. In 
1946-47 tke total -amount of .siiksidies paid amounted to 
Es. 20*59 crores. 

Tkus, on tke one kand, tke Indian food rationing system 
was coining perilously close to tke breaking point on account 
of lack of supplies and on the other hand, it was |)roviiig to be 
increasingly^ costly. There was growing dis-satisf action every- 
where. The rationed consumer was dis-satisfied because the 
ration-scale had been so drastically reduced (at present ii 
is 8 oz. in Calcutta) that it was far short of the minimum re- 
quirements of every healthy adult. The consumer was also 
dis-satisfied because he did not get the kind or quality of 
grains he wanted. For example, wheat of normal pre-war 
quality has keen totally unavailable in Calcutta ration shops 
for quite a long time. The producer was dis-satisfied because 
he thought he was not getting the proper price for his product. 
That explains why procurement has become so difiicult. On 
the other hand, black markets have been flourishing* on a 
large scale. The Eationing adniinistration has also revealed 
much inefficiency and corruption. At Calcutta alone, it was 
calculated that there were more than 1 million pliost ration 
cards. 

There was a general feeling, to which Mahatma Gaiidlii 
lent his powerful voice, that there is something wrong some- 
where in the j.)revalent system of food administration. 
Gandhi ji held that the eentralisation of food-stuff s was 
ruinous and that decentralisation alone would deal a death- 
blow to black marketing and save time and money in trans- 
port to and fro. He emphatically declared that food-control 
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amounted to spoon-feeding and was tlius destroying tte 
virtues of self-help and self-reliance. If there was a small 
deficit, he made the characteristic suggestion that this deficit 
should be covered by self-imposed fast on the part of every 
individual once a fort-night. He believed that there was 
enough food and cloth in the country but that they were not 
reaching the people. In other words, Gandhiji felt that the 
continuance of controls was the one big factor which was 
responsible for preventing the much-needed return to nor- 
malcy in Indian life. Controls, he observed with the supreme 
self-confidence or a mystic seer, were breeding monopolies 
and thereby benefiting the rich and cursing the poor. 
Gandhiji’s advocacy of de-control was, as it might be 
expected, reflected in the recommendations of the new Food- 
grains Policy Coihmittee which had been appointed by the 
Government for making a detailed examination of the 
Government’s food policy. The Food Committee recom- 
mended a policy of progressive de-control, — a policy which 
was subsequently endorsed by the Government. 

On Dec. 10, 1947 the Government of India declared its 
revised food policy of gradual de-control. The main points 
in this new statement of policy may be summed up as 
follows : (1) gradual curtailment of Government commit- 
ments by with-drawing rationing in the reverse order to the 
original process of extension; (2) reduction of dependence 
on imports and greater emphasis on internal procurement; 
(3) greater freedom to provinces with regard to prices to be 
paid for procurement consistent with the policy of keeping 
them within limits for the consumer; and (4) lastly, to watch 
developments and to keep in readiness a reserve of grains to 
meet emergencies. 

Under the revised food policy, sugar was de-controlled 
completely and at once. With regard to food-grains proper, 
the new policy did not usher in de-con.trol automatically. 
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'.Tie whole left to ike discretion of tke units. 
The Basic Plan was to continue for some time yetj hut 
deficit units were asked not to make demands on the centre 
in excess of their indiTidual ceiling import quotas. Imports 
were also to continue during 1948, though it not known 
whether any ceiling for such imports has been fixed. The 
Goyernment is to build out of imports a reserve of 5 to 10 
lakh tons. To reduce dependence on imports, the subsidy 
required for levelling down the price of food-grains imported 
from abroad, hitherto borne entirely by the Central Govern- 
ment, will be shared during 1948 by the Central Govern- 
ment and the Provincial Governments concerned in the 
ratio of 2:1. In order to encourage internal procurement 
and production and maximum assistance by snrplns pro- 
vinces to deficit provinces, the Centre n411 pay to every 
Provincial Government a Food Bonus at the rate of 8 annas 
per md. of food-grains procured and another 8 annas per md. 
of food-grains exported, subject to the condition that the 
Bonus should be utilised either in meeting any loss on the 
distribution of food-grains procured in India or in supplying 
to the producer manures, fertilisers etc at concessional rates. 
Supplies exported under the Basic Plan from surplus to 
deficit areas will continue to be charged on a no-profit no-loss 
basis as hitherto. In so far as procurement, rationing and 
continued distribution continue, controls will continue to be 
exercised in respect of rice (including paddy), wheat (includ- 
ing atta and flour), jowar and bajra and any other millet at 
present procured and distributed in rationed areas, and 
maize. Inter-provincial barriers will continue to be main- 
tained for the present. 

Such, then, is a brief outline of the Governments revised 
, food policy. It is a policy nob so much of de-control as of 
decentralization, though a measure of de-control is its obvious 
intention. The implementation of the policy of de-control 
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lias^ liowever, been left to tbe ProTinces. Tbis is avS it sbonld 
be, since tlie nature and intensity of controls differ widely 
from area to area and there are special features in the food 
problems of different areas. Regional de-control must take 
into account these special problems. The general pattern of 
regional de-control since given effect to may be indicated as 
follows: Pirst, steps have been taken to reduce rationing 
commitments to a very large extent. Rnral rationing has 
been abandoned in most places and commitments under 
urban rationing have been reduced. Bombay, a deficit 
Province, has taken the lead in de-rationing, as she took the 
lead in the institution of rationing. In West Bengal, 
Asansol and Kharagpur have been de-rationed and modified 
rationing has been discontinued in all except four districts. 
Secondly, monopoly jirociirement and compulsory levy 
schemes have been considerably relaxed and liberalised. 
Thirdly, inter-district free movement of food-grains has been 
restored except in regard to rationed areas or zones marked 
out for procurement operations. Fourthly, the statutory 
prices have either been raised substantially or removed 
altogether. 

The first full experiment with de-control has been made 
in regard to sugar. The results are not altogether dis- 
appointing. Though the price of sugar is higher than 
the old controlled price, it is much below the old black 
market price. The increase in the price of sugar that has 
taken place is at least partly accounted for by the fact that 
the price of sugar-cane has been substantially I’aised while 
labour cost in sugar factories has been practically doubled. 
It is the failure to freeze factor prices rather than the fact 
of de-control which is mainly responsible for the present rise 
in the price of sugar. The advocate of de-control can, 
however, quite justifiably claim that there has been nearly 
100% decline in the price of sugar compared to the old black 
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market price^ tkat tke paralysing elect of an unrealistic' 
controlled price on tke sugar industry lias been removed and 
tkat tkere is no more any incentive to tke grower to reduce 
tke acreage under sugar-cane or to sell sugar-cane to tke 
giir manufacturer, Tke consumer kas no doubt to pay a 
kigker price, but ke is also a gainer in two respects ; He kas 
no longer to buy sugar from tke black market at prices four 
to six times kigker than tke old ‘contror price : on account 
of tke very low sugar ration, most of tke sugar consumers 
kad to supplement tkeir rations from tke black market. 
Secondly, tke consumer can now consume as muck sugar as 
ke likes witkout any fear or scruple. 

Tke Food Minister koped tkat tke results of food de-con- 
trol would not be substantially different from' tke results of 
de-control of oil and oilseeds. De-control meant in tke case 
of mustard oil a levelling up of prices in surplus areas and a 
levelling down of prices in deficit areas and a general rise in 
price, not up to tke peak of tke black market price but some- 
wkere mid-way between tke 'Controlled^ and 'Comnierciar 
prices, Tkis expectation kas been generally fulfilled in tke 
case of sugar. At tke moment of writing, we do not possess 
sufficient data for drawing any conclusion on tke results of 
tke degree of de-control wkick kas since been effected in res- 
pect to food-grains. But it is well wortk pondering over tke 
fact tkat wkile tke black market price in Calcutta at present 
is between Bs. 35 and Bs. 40 per maund, just a few miles away 
from tke Calcutta rationing area rice is selling at Bs. 17/8/- 
per maund and tkis despite tke fact tkat West Bengal’s 
expected deficit in ’48 amounts to over 1 million tons. 

Tke decision to de-control food was bound to kave 
far-reacking effects on tke crumbling edifice of tke remain- 
ing 'controls’. Tke impact was first felt in cotton textiles- 
wkick were practically de-controlled on Jan. 20, 1948. We- 
kave already observed tkat tke production of cotton textiles 
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liad declined inncli since the cessation of the war. The cloth 
rationing system was also working very unsatisfactorily ^ 
while huge hlack markets were flourishing almost openly 
everywhere. Throughout 1947 schemes after schemes were 
formulated by the Goveimment for augmenting the produc- 
tion of cloth. In February 1947, the Government of India 
appointed an Ad Hoc dej)artmental committee to investigate 
the causes of the fall in cloth production and the price struc- 
ture which had apparently made it remunerative for the 
mills to shift production from coarse and medium to finer 
varieties. This committee prepared a scheme for standardisa- 
tion of production with two main features : 

(1) The lowering of the average count produced b 3 ^ each 
mill, and 

(n-) the reduction of the types and varieties so as to 
increase production b^^' making the maximum use of the 
available supplies of yarn. The objective was to produce 
more and better cloth at the expense of finer varieties worn 
onty by a few classes. The vscheme was expected to increase 
production by about 400 million yds. of mill cloth and 400 
million yds. of hand-loom cloth. The Committee also 
recommended a revision of the price structure which involved 
an increase in the price of coarse cloth and yarn. 

The Commodities Prices Board, to which these recom- 
mendations of the Ad Hoc Committee were referred, while 
welcoming the- standardisation scheme, did not favour the 
proposal for price increases. The Board suggested that, if 
hecessary, price adjustments shoxild be secured by an equali- 
sation fund whereby the prices of fine varieties would be 
utilised to subsidise coarse and medium varieties. 

Eoj’ly in ISTov. 47, the Government of India announced 
its textile policy which was to be given effect to from. Dec.l, 
‘47. The main features of this new policy may he summed 
up as follows; 
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I. Tlie standardisation sclieme, of tlie „Ad . Hoc CobI" 
mittee is to be implemented immediately. 

II. An equalisation Pund is to be created to -wMoli 
will be credited: (a) tlie difference between existing ex-mill 
prices of fine and super-fine clotb and tlie fair prices fixed 
by tlie Ad Hoc Committee; (b) balf of tbe Aiiiount now 
being paid as quota-bolders^ commission wbicb is to be 
reduced from 3 to 1J%; (c) a surcliarge on a sliding scale 
on free yarn sold by mills. 

III. Eegional and unit production committees con- 
sisting of representatives of labour and industry are to be 
set up to ensure that tliere is no leakage at tbe mill end and 
that labour fully co-operates in tbe production programme. 

IV. Labour to be asked to work for nine bours as 
against existing eight bours, as an emergency measure and 
over-time will be adequately remunerated. "Welfare mea- 
sures for labour in tbe textile industry are to be financed out 
of tbe equalisation fund. 

V. Control to continue until production is increased. 
^‘Witb supplies well below demand, immediate de-control 
would only lead to a repetition of tbe shortages and high 
prices wliieli occurred in 1943. This would cause great 
hardships and start an inflationary spiral dangerous to tbe 
country’s economy. 

Tbe new textile policy formulated after months of 
consultation and expert investigation did not meet tbe 
insistent demand of Industrialists for higher ^contro? prices. 
‘The reference of tbe question of prices to tbe Tariff Board 
was interpreted by manufacturing interests as an indefinite 
shelving off of a decision on tbe most vital issue facing tbe 
Industry. The agitation for de-control continued and it 
gathered fresh momentum when tbe policy of gradual 
^de-control over food-grains was announced. Two other new 
factors came into play. There was a sharp and sudden 
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increase in raw cotton prices in the world marliets witli tlieir 
inevitable repercussions on, India, Secondly, a fresh, diffi- 
culty arose in the matter of securing supplies of long staple 
cotton from Pakistan, All these developments made some 
increase in the x^rices of yarn and cloth inevitable. As the 
agitation for de-control was continuing in full swing, the 
Government of India surrendered to public clamour and 
declared on January 20, 1948 that the existing control over 
textiles was 'considerably relaxed’. The main features of 
this new textile policy may be summarised as follows : 
(1) the question of price-fixation was left to the Provinces; 
'(2) the system of quota-holders was abolished; the Gov- 
ernment declared that its intention was that normal trade 
channels should be restored to the largest possible extent, 
though Provincial and State Governments were free to set 
up their own procurement agencies ; (3) movement of 

textiles within a Province should be free, while inter-provin- 
cial movement could take place with the Textile Com- 
missioner’s sanction which would he given excex^t where- 
transport was uneconomical or unreasonable; (4) the existing- 
system of distribution of yarn would continue though mills 
were allowed to distribute, yarn not lifted within a reason- 
able period of allocation; (5) statutory floons and ceilings 
of cotton prices were to be abolished with immediate effect; 
(6) control over prices and distribution of imported cloth 
and yarn would he discontinued immediately; and (7) the 
export of raw cotton was to be banned except in regard to 
certain varieties and the export duty on cotton was to he 
doubled. 

The new announcement of the Government’s textile 
policy completely reverses the policy announced in Novem- 
ber, 1947 and virtually ends the system of textile control 
evolved in 1943. "West Bengal and Bihar have already 
de-controlled cotton textiles and other Provinces may he 
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•expected to follow suit, Tlie Governiiieut liopes tliat tlie 
standardisation scheme will be Toluntarily executed by the 
Industry and that production will be directed towards such 
types and xarieties as are in great demand. The Q-overn- 
ment also liopes that production Committees on the lines 
.suggested by the Ad Hoc Committee will be set up in all 
mills to facilitate the discussion of all production problems 
'between management and labour without which the goal of 
maximum .production cannot be reached. The Industiy has 
also giren an assurance to the Government that prices would 
be fixed at reasonable levels and that such prices would be 
stamped on the cloth. The equalisation fund has been 
closed and the difference between new and old prices on 
stocks held, at the time of de-control, by mills, quota-holders 
and the Bengal Textile Association is to be appropriated by 
the Government. Mills in the surplus area, however, have 
been, required to reserve 25% of their production at the 
disposal of the Textile Commissigner for a period of one 
month for the purpose of relieving local shortage. They 
are also expected to set up ‘"fair’’ price shops in deficit 
areas. Existing control over the export of cloth and over 
the distribution of machinery, mill stores, dyes, chemicals, 
etc. are to continue. 

Such then in brief are the main features of the textile 
de-control policy announced by the Government. lYitli 
sugar and cloth wholly de-controlled and food-grains partly 
de-coutrolled, it is doubtful whether the remaining contiois 
on iron and steel, cement, paper and petroleum can remain 
long in saddle. The citadel has been pierced and the final 
liquidation of all war-time controls seems to be inevitable 
in the not too distant future. Though nobody has been • 
satisfied with the manner in which controls have w'orked in 
India, whether during or after the war, there is a nation-wide 
difference of opinion on the wisdom of the de-cooirol 
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policy now unfolding itself. In strict tlieoiy, de-control 
is justified only wlien war-created sliortages disappear. 
But India lias ciiosen instead to launeli tins de-control ex- 
periment in a period of acute and increasing shortages. 
Tile passing* away of the war emergency lias been adduced 
to be .one of tbe major reasons for tbe removal of war-time 
controls. If tliis line of reasoning is valid, it might be 
asked, why .is it that the United Kingdom is engaged in re- 
inforcing its controls and the U*. S. A. is thinking of re- 
imposing controls after its recent brief experiment with de- 
control? If countries like the IT. K. and the U. S. A., 
which managed to come out snccessfully from the ordeal of 
the last world war with the value of their respective national 
currencies preserved more or less intact, still think it 
necessary to maintain direct price controls for preventing 
inflation, is it not an act of abdication on the part of our 
National Government to remove controls in the face of large 
'Shortages in supply and in the wake of an unbridled orgy 
of war-time and post-war inflation? 

Analogies are indeed mis-leading, since conditions vary 
widely in different countries. But there can be no doubt what- 
soever that the policy of gradual de-control over food-grains 
has not been happily timed. Food is being cle-controlled in 
the wake of two successive deficit years and of the Partition 
of India which has aggravated . and not lessened our now 
almost chronic food deficit. Nor is it likely that de-eoiitrol 
will immediately result in much increased food production 
in view of the long-term character of the liandieaps which 
at present beset our agriculture. ■, At its best, de-eontrol 
would lead to a dis-hoarding of food-grains at the producer’s 
end, and at its worst it may lead to renewed speculative 
hoarding by producers and panicly hoarding by eonsiimerB 
and there might be a return of the ghastly tragedy of 1943. 
Though de-contror is of the nature of a gamble, it is fair 
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to note certain redeeming features. In tlie first place, tli- • 
rationing S 3 "stein lias not been abolislied in tbe larger towns, 
and cities wliicli contain the largest aggregations of non- 
producing population. Secondly, the possibility of imxiorts 
from overseas is now present and it is bound to have good 
psychological effect on the people’s mind. Thirdly, the con- 
trol machinery has not been scrapped. If necessary, con- 
trols may be re-established without any loss of time. 
Fourthi}^ the Basic Plan has been retained as a substitute 
for free inter-provincial distribution of food-grains whiclu 
though the better alternative, is apparently not feasible 
under existing conditions of transport difficulty. Fifthly, 
India will not only continue to import food-grains in 194d 
but also build up a food-grains reserve which will be avail- 
able for relieving acute local shortages wherever they 
might develop. The Food Bonus system under 'which 
domestic production will be encouraged is also, from the 
long-term point of view, much more beneficial than the old 
ruinous policy of subsidised sale of costly imported food- 
grains. 

The de-control policy is confessedly the outcome of a 
serious deterioration in our existing system of food adminis- 
tration. The new policy was launched at a time when 
various abuses had crept into the system and a complete 
break-down became imminent. This argument for de- 
control fills one’s mind with gloomy fore-bodings. It looks 
like a confession of despair. If procurement operations were 
not proceeding smoothly on account of relatively low ceiling 
prices, that difficulty could have heen solved hy an upward 
revision of food prices. If, on the other hand, the mam 
difficulty was administrative inefficiency and laxity, it 
augurs ill for India’s future that no remedial measures 
could he devised for improving the tone of our administra- 
tion, even though a National Government is at the helm of 
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affairs^. Are we to suppose that as individuals we 'are so 
corrupt and selfish that we must always allow events to lead 
us hither and thither because we are collectively incapable 
of mastering them? If, for instance, it is true that India 
is suffering from an over-all shortage of food-grains, justice 
demands that the incidence of such shortage should be dis- 
tributed equally among all sections of the population. In 
other words, universal rationing rather than progressive cJe- 
rationing was the need' of the hour. Yet this obtious 
course has not been adopted apparently on administrative 
grounds. If, on the other hand, the deficit is nil or negli- 
gible, de-control should have been accompanied by tlie 
restoration of free inter-provincial movement of food-grains. 
For then alone free market forces might take the place 
of the existing system of state allocation. The policy of 
gradual de-control is likely to give us the worst of both the 
worlds : the state abdicates but in such a manner that the 
vacuum that is tliereby created cannot be satisfactorily 
filled. The main brunt of food de-control will be on the 
heavily deficit areas, notably on South India, while its prin- 
cipal benefits will be reaped in surplus or evenly balanced 
zones. If excessive centralization was ruinous because it 
involved too much unnecessary transporting of foodgrains,. 
decentralization, accompanied by j)rohibiiion of free inter- 
provincial movement, may also prove to be disastrous for 
chronic deficit Provinces which cannot overnight become* 
fully or nearly self-sufficient despite the pressure of eeiling 
import quotas. 

It may be argued that whatever the theoretical 
justification for retaining controls, the highly unsatisfactory 
manner in which controls have actually worked in India 
fully justifies the present de-control policy. This argument 
has much force. Economic control is a problem not of pure 
but of applied economics. It must be judged by prag- 
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matic tests. Two years of post-war controls liaYe produced 
no tangible good results tliougb negatively tbey migM 
have averted a possible major disaster. Tbe production 
crisis bas deepened and lias shown no signs of easing 
down. This is true of food, cloth, steel, sugar, cement, 
paper and of practically every other essential 'controlled’ 
commodity. Shortages demand control, but if controls 
aggravate such shortages,^the remedy apparently vfould be 
to tighten such controls. Control, to be efficacious, requires 
more control, and more control requires still more controL 
We’ are thus landed in a spiral of control and we may ulti- 
mately reach a position in which we become virtually im- 
prisoned in a cob-web of controls,, with production and con- 
sumption dwindling' all round. Looked at from this per- 
spective, the de-control policy is a commendably bold 
attempt on the part of our Grovernment to extricate the 
economic system from the paralysing grip of an ever-widen- 
ing vicious circle of fruitless controls. People disgusted 
with the rank corruption and colossal inefficiency of the 
control regime will certainly sigh a breath of relief because 
the Government is no longer inviting them to follow it 
further and further into a dark and narrowing tunnel at the 
end of which there may be no day-light ! If controls do not 
work well in India because people are determined to sabot- 
age them or because the administrative staff is corrupt - and 
inefficient, or because a flexible and elastic form of controls 
suited to our conditions cannot be devised, the path of 
wisdom lies in abrogating them. 'No Government can afford 
to, be blindly logical in the pursuit of policies affecting the 
lives of millions. ' 

But if de-control was decided upon with a view to 
avoiding further entanglements in a vicious circle of throttl- 
ing controls, there is a grave risk of starting another still 
more vicious spiral of inflation which may well wreck all 
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reasonable iiopes of a return '-to. post-war normalcy. Tbus 
we were between tbe Devil and the Deex> Sea when the 
experiment began. ' As a matter of 'fact,, prices have gone up 
and not gone down after the removal of controls, — ^judged, 
of course; by the level of the ‘controF prices. It may, how- 
ever, be argued that the true base for purposes of comparison 
;is the bid black market price and. that, since the free market 
price now is well below the old black market price, the de- 
control policy has been Justified by its results. This way of 
looking at things is no doubt very interesting and in a sense 
instructive too. But the trouble is that we have not got 
any authentic record of black market prices in .different 
places and for different dates. Moreover, all calculations of 
the cpst of living index numbers as well as of changes ‘ in 
wholesale price-levels have taken into account the so-called 
'controlled^ prices, ahd it is these official index numbers 
which have generally supplied vital data for wage-fixation 
and wage-agreements. If, therefore, the effect of de- 
control is to send prices upwards from where they stood in 
the era of controls, a general clamour for upward revision 
of wage-levels may well prove to be irresistible. And 
since the wage-level is the pivot around which the whole 
price structure oscillates and revolves, de-control may 
seriously aggravate the inflationary distortion of our ram- 
shackle economic system which is still reeling under the 
deep wounds inflicted on it during the last world war. 

It may, however, he argued in defence of de-control 
that the battle against inflation was already lost and that the 
new policy is not so much an act of surrender to the inflation 
potential in the country as a voluntary, thougb belated, 
acceptance of the inevitable. Two arguments may be 
advanced : first, we have already allowed, by reason of our 
war and post-war wage policy, the costs to rise to a point at 
which production cannot go forward with the necessary pro- 
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.fit-margiB imiess , a new plateau, of prices is readied.., TMs- 
proposition is not generally true, since wage increases tave 
always followed and not preceded price-mcreases and in 
most cases tlie ratio of wage increase lias fallen sliort of the 
ratio of price increase. Compensatory wage increase, and 
that to an inadequate extent and after some tiniedag, consti- 
tutes no justification for additional price increase. It is.,, 
lioweTer possible that in particular industries costs may 
hare gone much too high, though we have not got any 
statistics to prove that jiroducers in any industry had been 
actually incurring losses. Perhaps the wage-profits ratio 
under the regime of controls was not considered to be^ 
wholly satisfactory by producers, particularly after their 
recent delightful exiierienee of abnoinnal war-time profits. 
But then will de-control really confer any lasting benefit on 
them? Who Imows who will be the iiltiinate gainer, once 
prices and wages begin anew to chase each other up, both 
labour and capital each trying its utmost to get the better 
of its rival? Strikes and hold-ups are not likely to become- 
any less frequent once the moorings on controlled prices are- 
removed and the sails of our ‘frail bark^ are ‘to tbe tempest 
"given. ^ 

The second argument is that war-time financing havS' 
left us the heritage of a supply of money and other liquid 
assets so vast that nothing/ can possibly stop the rising sea 
of inflation until the price-level has settled at a new high 
level commensurale with the enlarged money volume. But the 
money volume has little significance by itself as an absolute 
figure. It must be related to other magnitudes such as the 
Gross "N'ational Product and the aggregate national income. 
Account has also got to be taken of the velocity of circula- 
tion of money and bank deposits. Eor lack of statistical in- 
formation regarding the volume of our money income and" 
the total Gross N’ational Product, it is not possible for us 
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to draw aBj defiBite coBclusioB regarding tiie appropriate 
level of prices at tlie present moment, Tliere can, kowever, 
hardly he any doubt that our declinmg production in the face 
of a vastly expanded supply of money had made the Price- 
Controller’s job an extremely difficult and unenviable one. 
The reed that does not break must bend. On the other hand, 
however, it may be observed that if controls could be 
rigorously enforced and our potentialities for gTeater pro- 
duction fully exploited, the mere fact of a vast expansion in 
the supply of money does not by itself warraint the tranda- 
tion of our price structure to a still higher plateau. 

The de-control policy of the Government is avowedly 
experimental in character. It has been decided upon less 
on grounds of its own intrinsic merits than on account of the 
fact that previous controls have not only failed to solve the 
•deepening production and inflation crisis hut also came 
X^erilously near the brink. Pxindainentally, de-(‘ontiH)^^^ was 
the inevitable outcome of the failure to freeze costs of living 
an.d wage-levels. On the positive side, the de-control policy 
is based on the hop^ that the untrammelled operation of free 
market forces will succeed in achieving what could not be 
done by a policy of state regimentation of economic forces. 
Whether this hope will he fulfilled at all or in a large 
sneasure, it is difficult on our part to predict. The actual 
turn of events following the launching of the de-control 
experiment does not so far justify the^ worst fears of those 
who held that the abrogation of controls at the present 
juncture would, by removing the last protecting dike against 
existing inflationary pressures, at once plunge the whole 
economic system into the vortex of a renewed all-round in- 
flation. Some time must elapse before we can conclude 
whether the sectional price increases that have already taken 
place are a prelude to a general all-round price increase or 
are the inevitable corollary to necessary structural adjust- 
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.ments^ deiaaiided by cliaiiged uBcleriyiiig coBclitioiis^----- 
changes which could not so far 'be made on account of rigid 
IHice-controls. If de-control j)roves to be a success, India will 
have good reasons, to be grateful to a G-overnineiit which will, 
have thereby proved its capacity to turn a defeat into a great 
victory. For surely it is better to live even by following 
heterodox methods than to die through a rigid and . blind 
adherence tp- logic or orthodoxy. But if de-control proves 
to be a costly failure, the Government will be open to the 
criticism that it gambled unnecessarily with Ind^a^s 
economic destiny, and in any case, once the Bubicon has 
been crossed over, no retreat to the status ijuo mite seems 
he feasible. 











